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1. END RODUC TION 


A. OVERVIEW 

nom NENomCecadese pr ton tO Ehe issuance in April I976 of 
Merice Of Management and Budget Circular A-109, (Circular 
mmog), tcttled, “Major Systems Acquisition” [Ref. 1], re- 
moerms tO reduce cost overruns and to diminish the controver- 
Sy over Federal Government resource allocation were called 
mere erom SOth public and private sectors. Finally, in Novem- 
mer 1969, the Commission on Government Prosurement (COGP) 
meas created by Congress tO study and recommend to Congress 
Methods “to promote the economy, efficiency and effective- 
ness of Federal procurement by the Executive Branch of the 
Bederal Government" [Ref. 2]. After three years of investi- 
Gation and analysis, COGP issued a five volume report set- 
m2ng in motion profound and needed change to government pro- 
merement processes. 

Bs a,Gesule Of One Of tEhe FTecommendaticns of the COGBP, 
mae Office of Federal Procurement Policy (OFPP) was estab- 
lished within the Office of Management and Budget (OMB). 
Ser is charged with establishing procurement policies across 
all executive branch agencies of the Federal Government. 
Mmemot the first OUtEpPUtS Of OFPP was Circular A=-109 in April 
Mey o, Culminating nearly a two-year joint Administration and 
Bengressional effort to establish policy guidelines appli- 
cable to ail Federal Agencies engaged in developing major 


systems. 
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Seveomlar 2 —ieee 1s a Landmark document which adds several 
Mewedimensions to the business of defining and funding major 
systems in the fulfillment of basic agency roles and mis- 
Mmenms. Circular A-109 provides guidance for the establish- 
meme Of a common Eramework for acquisition policy formula- 
meen and program implementation to all Executive Agencies. 
The COGP recommendations concerning major system acquisition 
mmecoh are incorporated in Circular A-109 are not basically 
meow startling. What 2s different in Circular A=109 is 
the integrated framework which unifies the formulation of 
needs with program implementation and the direction of Agen- 
cy mission needs and goals. 

The Department of Defense (DOD) has been designated as 
the lead Executive Agency to implement Circular A-109 [Ref. 
mie DOD has responded with revisions to itS major system 
Megulsition directives, resulting in major policy changes. 

The three service components of DOD are in the process 
Seeecevising the individual directives and instructions to 
Bomoly with these new DOD directives. Several DOD programs 
in the early fcrmulation and development phases are already 
implementing the new A-109 acquisition policies. A Navy 
project, the Shipboard Intermediate Range Combat System 
mpeecso), initiated in May 1975, was directed by the Secre- 
Mmaey Of the Navy (SECNAV) in December 1975 to implement COGP 
BecOommendations. 

Piso eneo was already following an acquisition strategy 
Mmae was consistent with the policy guidance of Circular A- 


Meme erme Of LtS introduction in April 1976. 
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mie PURPOSE AND@SCOPE 

Pie Pureose OL EhilS @#hesis is to investigate the evolu- 
mm@om and implementation of OMB Circular A-109. The presenta- 
Mmemon Of this thesis begins with background material illustrat- 
mea che evolution of acquisition principles incorporated in 
Serecular A-109. Next, Circular A-109 is analyzed in detail 
MmmecO content and interpretation. Department of Defense and 
Department of the Navy implementation of Circular A-109 is 
investigated. Then, a Department of the Navy program, the 
Shipboard Intermediate Range Combat System, is examined as 
One Of the first full-scale attempts to implement the Circu- 
ihe A-109 policies. Finally, some general conclusions in the 
form of lessons learned regarding Circular A-109 implementa- 


tion are presented. 


ie. CONTENT 

Poe the Section I[1, the economic rationale of government 
mesource allocation leading to the issuance of Circular A- 
mo is covered along with a brief history of major system 
weguisition. The Congressional mandates for procurement re-~ 
forms leading to the establishment of the Commission on Gov- 
Semment Procurement and the Executive Branch implementation 
of these reforms through the Office of Federal Procurement 
Policy are analyzed. This section also examines the Commis- 
Sion On Government Procurement. Of the 147 COGP recommenda- 
tions, the 12 recommendations involving major system acquisi- 
tion which led to the establishment of OFPP and the issuance 


6f Circular A-109 are also examined. 
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(imeumsoeecesonmeslt a detailed analysis of the actual content 
of Circular A-109 is presented. OFPP Pamphlet No. 1 [Ref. 4] 
mespused tO illustrate executive agency implementation. Cir- 
mimlar A-109 and its relationships with the Congressional Bud- 
Set and Impoundment Act of 1974, mission area budgeting and 
zero-based budgeting are analyzed. Finally, this section 
presents some inherent problems associated with the imple- 
Temtation of Circular A-109. 

In Section IV, the recently revised Department of Defense 
Sem eetrvyes 5000.1, 5000.2 and 5000.30 (Rets. 5, 6, 7} issued 
mumconmpliance with Circular A~109, are examined, The prin- 
meoal Changes to the DOD major system acquisition process 
are analyzed, in particular, the changes to the front-end of 
Meme seem acaquisition lite cycle. ihn addition, principal 
Beanges to DOD organization; the recently created Office of 
Secretary of Defense (OSD) billet, Defense Acquisition Execu- 
mevyve, and the decentralization in decision making are dis- 
cussed. DOS) SUbmMIissioOn Of 1ts implementation plan to Of- 
Fice of Management and Budget (OMB) is covered. The DOD 
Semponents preparation of internal policies and procedures 
as well as DOD's Mission Element Need Statement (MENS) and 
Milestone O procedures are investigated. Finally, in this 
MeetioOn, Congressional interest in DOD implementation is ex- 
plored. 

Mes cetthome yl, somes ITRCS program iS introduced as one of 
the first DOD programs to implement Circular A-109, and the 
fmee > acCgGuisition strategy and structure is examined. The 


Meo iWicnon Of the SEIRCS program is presented, first under the 





@eGr recommendations, and subsequently also under Circular 
POS directives €6 present date, highlighting both legisla- 
mye and DOD tntluences, The continued operation of the 
Metres epee grameunder Circular A-109 directives for the forth- 
Seming Validation and Full Scale Development Phases of the 
Merce cycle is postulated. This section also compares the 
forretcable COGP recommendations and the SIRCS program acqui- 
PmeetoOn strategy. The section concludes with an investigation 
Meesome Of the inherent implementation problems of Circular 
feeeoo incurred by the SIRCS program and with a discussion of 
mime critical requirements involved in the competitive concept 
meremulation currently being conducted by the SIRCS program. 
IemecececttOuNVLE, the GCOnstrucecive improvements of Circu- 
lar A-109 in major system acquisition strategy and the ad- 
Memmtages Of Circular A-~109 principles applied to future pro- 


gram management is discussed. 


Be . METHOD OF RESEARCH 

Becatcemene 2sSSuance ©f Circular A-109 and the resulting 
Meeeecion Of DOD Directives incorporating Circular A-109 have 
Meme cecently occurred, little documentation pertaining to 
DOD and Navy implementation was available as research mate- 
femal FOr this thesis. As a result, emphasis in data gather- 
ing in this area was placed on personal interviews and dis- 
Sessions with various participants knowledgeable in Circular 
Pe 2O9 and its implementation and on attendance at various 
conferences and seminars at which new developments in feder- 


Meeacgduisition policy were discussed. 


dS 


MmomOrmEnemia)]Ob ImMoutS into the thesis came from two 
weeks of intensive interviews in the Washington, D.C. area 
in June and Sevtember 1977. These interviews were held with 
people who were intimately involved in implementing Circular 
A-109 policies. The sessions ranged from 30 minutes to 
three hours with some interviewees being revisited for addi- 
tional detail and update on the evolving implementation. In- 
terviews were conducted with particular emphasis given to 
mre Office of Federal Procurement Policy, Office of Deputy 
Director for Research and Engineering, Department of Defense; 
Bemuey Chief of Naval Operations for Air, OP=-05; Naval Mate- 
mmol Command; Office of Commander, Naval Air Systems Command, 
and the Shipboard Intermediate Range Combat System, PMS-404- 
meme A listing of persons and Organizations interviewed is 
Srven in Appendix A. 

PaseecoOna Major Input into this thesis came from several 
conferences, meetings and Seminars on new developments in 
Federal procurement policy attended by the author. The 
MegOrity of the conferences and seminars were sponsored by 
Mme National Contract Management Association (NCMA) and by 
Mme Naval Air Executive Institute (NAEI). 

Pema conecrning Circular A=-109 and its implementation by 
DOD and the Navy were collected by three means. Parst, for= 
Mal, prepared presentations by the attendees were taped and 
Meanscribed by the author. Second, @ntocrma!l smaller study 
Groups were attended. Mited, personal interviews were con- 
Beted, separately, with key personnel to obtain each parti- 


Seepant'sS impressions and viewpoints on Circular A-109 and 


ie 





feswimplementation. Those attending these conferences and 
seminars included key personnel from the Office of Federal 
Procurement Policy, Department of Defense, Navy Program Man- 
agers, as well as several key civilian personnel from the 
[mmc DOD-cOntkact COrporations. aA listing of participants 
and organizations represented at these conferences is given 
meeAppendix A. 

heenouctimelemMiced, a2 Ittesarure search was conducted into 
Peelications pertaining to Circular A-109 and its implementa- 
mom. While there is reference to Circular A-109 in OFPP 
eee DOD directives and documents and in General Accounting 
ememrce (GAO) Yeports, there is very little reference to Cir- 
Seeeae A-109 implementation in other documents, public or 
meervate. There have been some recent magaZine articles, most 
Mmeeanly in The Government Executive, regarding Circular A=-109. 
Meee Of this is said to encourage future research in this area 
Meepublications and documentation begin to appear in this 


mmoortant area of federal acquisition policy. 
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aes Pec ONMEN Ree RTOR TO CIRCULAR A=-109 


MieGiltomoeccclon, tEhe GCOnomic rationale of government re- 
merce allocation leading to the issuance of Circular A-109 
is covered along with a brief history of major system acqui- 
eect On. The executive and legislative branch interactions 
mavolvying procurement reforms leading to the establishment of 
the Commission on Government Procurement are analyzed. This 
Section concludes by examining the Commission on Government 
meeeurement and 12 of its recommendations involving major sys- 
PemacqGqulsitions which led to the establishment of OFPP and 


the issuance of Circular A=-109. 


A. MeOnoOMie ENVIRONMENT 

imewecenenyoearsS, federal, state and local expenditures 
Mmm the United States have accounted for about 30% of the 
mmmiialh Gross national product. Slightly over two-thirds of 
memes amount has been for “exhaustive” public expenditures. 
These expenditures are for goods and services whose produc- 
mon generates benefits that are consumed by most households. 
Madeed, each member's consumption of a public good does not 
reduce the consumption available to other members, Tae the 
case of national defense, marginal social benefits are the 
mam OL the marginal private penefits [Ret. 8]. 

Ponelonadl Security economics 1s concerned with choosing 
MmeemOmic policy and techniques to allocate resources most 


Seerctently. National security (an economic view) depends 
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Om: Se meenecmolamelty Gl national resources at a given time 
pmereat level; (2) the proportion of these resources dedi- 
@eatedad tO defense purposes; and (3) the efficiency of alloca- 
tion of these defense resources [Ref. 9]. 

The executive branch dominates the defense economics and 
policy-making system. Congress processes Structural issues 
Meyele the executive branch processes Strategic issues. When 
Congress does act on defense issues, it tends to support in- 
creases in defense programs as proposed by the executive 
meanch [Ref M@epOye Fhe executive branch has the power to set 
policy and budgets to implement programs to achieve the de- 
Seemed strategic posture. 

MicmoredamilssWemor budget “controllability” is of utmost 
Bemcern to the President and the Congress. The federal bud- 
[emis in a Gllemma for the next few years; that 1s, it is 
_eerciwtt tO Cut and Control through appropriation bills 
(see Figure l). 

vemmeteeSeG-cailedss controllable” defense spending is, 
M@~ecedlity, beyond the reach of the annual budget cutters. 
pee would cut the military payroll in half? Who would stop 
meet tederal aid to education? 

Mire 19/74 Congressional Budget and Impoundment Act (88 
mor 29/7) makes it difficult to enact spending programs that 
Pio CUM GOMNeuaheucoOncrOoOlLs Of LtS Appropriation vorocess, 
and it requires Congress to consider the consequences over 


Miyve years of every spending action it takes [Ref. 11]. 
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eiermetsat) 25,8 '9/7/7/, President Carter projected a 3% per 
Mear growth, (above inflation and adjustments), of the de- 
Memmse budget for the next rour years. Hesing the FY 1978s 
mmaget as a base at 109 billion dollars and compounding at 
Beeagrowth and 3% inflation, Table I shows projected defense 


maagets. 


TABLE f 
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Pacers secemtly, defense budgets have been essentially dol- 
imerercOonsteant, actually losing spending power when accounting 
mee intlation. Gemecern 1S growing that the Soviets are con- 
Serer ing a Massive first strike against the U.S. This could 
lead to a condition where increased defense spending is ac- 
ceptable to the masses and welcomed by both the President and 
Memgress. When considering the controllable aspects of de- 
fense spending, there 1s a congressional (and possibly Presi- 
Memetal) desire to regain control of the budget by encourag- 
mmo controllable budget increasesS While discouraging uncon- 
trollable budget increases. 

PppasmriestoeunecOneentrates On recent economic acquisition 
memerecy changes £or public goods resource allocation and the 
"potential" for widespread acceptance of these new economic 
meets. Specifically, Office of Management and Budget (OMB) 
Memecular A-109, Major SyStems AcquiSition, is examined for 
Mmelre impact on how the U.S. federal agencies will acquire 


meeir “big ticket" items. 


is meouLrsrTLON ENVIRONMENT 

During the 1950 cold war era, there was a perceived tech- 
Memogy race against the Soviets. Acquisition strategy could 
be characterized by having performance and schedule as driv- 
ing factors. There was little time for requirements defini- 
mon Of major systems. Concurrency in development and pro- 
Me ciOn was normal practice. Cost growth, poor performance, 
Muplication of design and effort were prevalent among the 
services. These problems and many others were detailed by 
Seely analysis {Ref. 12]. 
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Melon System acquisition Strategy was sought and re- 
Eeeeca im a revision to DOD Directive 3200.9 (1965) [Ref. 
Meiand Was a mayor policy guidance directive issued on 
Meme coe FOrmulatton and Contract Definition by Secretary of 
Seweense McNamara, This was the first "building block" in 
fhe establishment of a coordinate framework of policy for- 
Meer ttonm and imolementation for DOD system acquisition. 
Policy formulation and decision making shifted from the ser- 
mimees tO the highest levels of DOD. Thasy orcecess eventual, 
led to a formalized decision-making body which is known 
meageay as Defense System Acquisition Review Council (DSARC). 

GPhis aGirective attempted to establish a logical frame- 
fermion ot decision making for major DOD program implementation. 
membance On contracting was used as a primary instrument for 
Meeeventcing cost overruns. Contract definition and total 
mmewage procurement using fixed price contracts, produced 
Pm verily rigid Office of Secretary of Defense (OSD) control 
Beene acquisition process that resulted in the procurement 
Peesasters such as buy-ins, bail-outs, (FP-lll, C-5A). 

Hirer e was a tlurry of government studies of the acquisi- 
tion process during these times. The Blue Ribbon Defense 
memel (1969-1970) [{Ref. 14] noted three major deficiencies 
Mmaecequirements definition: 


fl) The services were faulted for developing 
SBequiremenmts Ehat were too specific. 


eo) whe needs of the operating forces were 
Pielimgesibosdinated £O the oarochial in- 
terests within the services. 


cS) WMNEINSeLDVileces were biased towards over=- 
sophisticated weapon systems. 





These requirements definition criticisms imply that the 
Pommulation of needs was still unstructured, uncoordinated 
pie lacked control. Miemmane) tunrther Crraeciteized the lack 
of a meaningful program review after the initial OSD deci- 
Bepom ©£O proceed into Engineering Development, the over-opti- 
Mimom Of Contractors and services in dealing with technical 
Unknowns, reliance on “paper studies" versus critical hard- 
meee experiments, and the inhibiting effects on innovation. 

ivommenmangewor Adminictration, Mr. David Packard, Deputy 
Ppeeretary Of Defense, issued policy guidance in 1970 that 
meetleced in DOD Directive 5000.1 (Ref. 15] and formalized 
PMemDSARC process, The intent of this directive was to: 


-decentralize decision-making from OSD to the 
Servive components, 


-define authority and responsibility for key 
Sadamiizatloms and individuals . 


“define OSD milestone decision points and 
SuUbStantiating elements. 


Mime, tO COntinuing procurement disasters, Congress commis- 
peeened (HR 474, PL 91-129) the Commission on Government Pro- 
mepeement (COGP) in 1969. Unlike most past commissions that 
meee Constrained to deal with segments of the acquisition 
Meeecess, the COGP looked at the entire Federal procurement 
Meeocess across all agencies. The Commission was tasked to 
investigate the foilowing: 

mule Ge-evaluation and improvement Of policies for 

the government tO acquire goods and services in a 


timely, economical and competitive manner. 


eM pBoOvemen: Lm procurement Organization and 
personnel: 





Poco rrecerton or duplication, or gaps in laws, 
GeGuiactons and directives. 


Miieeowtity and simplicity when appropriate. 

-Fair dealings. 

fever atiecoordifnacion @©f Federal procurement programs. 

A more detailed look at the COGP and its recommendations 
Meecaining tO major system acquisition is presented later in 
mars Section. 

MoraOus service Studies {[Refts. 16, 17, 18] were conducted 
in 1974-1975 and re-emphasized the recommendations of the 
MeGe report. 

Momo rE ter Nlsto@ry Sets the stage for the discussion of 
Mmeewlar A-109 and its acquisition policy directives for fed- 
eral agency major system acquisitions. A more detailed his- 
momey Of Major system acquisition is given in Ref. 19. A 
Smronology of events pertaining to this thesis is given in 
Appendix B. A summary chart of management studies is given 


momAappendix C. 


e. Pome rTTreant ENYIRONMENT 

The late sixties was an era of increaSing awareness in 
Congress of the costliness of many government programs and 
oz the dangers of ineffective or inefficient management. 
Meee scOrdon Rule, Division of Procurement Control, Naval Mate- 
feel Command, and Mr. A. E. Fitzgerald, Deputy for Management 
Beeseems, Office of Secretary of the Air Force, were being 
Heard by Congress. Their allegations and warnings were re- 
megnized. Congress was concerned with the increasingly com- 


Meee = JOG Of controlling procurement expenditures. The 
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Pewee ton Of tENis Concern into the specific acquisition pol- 
Mmiamomomilgated in Office Of Management and Budget Circular 
A-109 will be traced. 

Mo Oeecemeauivewenet HOliftield (Db. Calift.), describing 
mitjemcarly Congressional reaction to the concern said (Ref. 
Z|: 

eer SsubcGemmittee suggested in March 1966, that 
the Bureau of the Budget study the idea of a 
Presidentially-appointed board “to consider the 
mimeection and the effects of procurement policies and 
government programs On a givernment-wide basis. 
When six months went by without any visible action by 
mime Subeau Of the Budget, ...I1 planned to go ahead and 
have Congress take the initiative in establishing a 
Semmission. " 

elo oO nOlitEietd introduced a bill (HR 12510) to 
create a Commission on Government Procurement. In November 
io, che House Committee on Government Operations reported 
Mme bill (H Rept 90-890). However, "...the Rules Committee 
Peeerred action on the bill in 1968, even though it had the 
Peo rt Of the Johnson administration" [Ref. 20]. 

These early efforts at reforming the procurement process 
Seuld not muster adequate Congressional support. "The com- 
mittees conducting investigations, and particularly the 
Memed Services Committee, looked askance at the idea of a 
Memm1ssion, believing it would deflect attention from their 
wOrk or cause postponement of needed reforms" [{Ref. 21]. 

In 1969, however, the tide changed and interest in procure- 
ment matters increased dramatically" [Ref, 20]. 
“Several...committees and commissions...examined 


government procurement practices and related problems 
meng 1969...The Joint Economic Subcommittee on 
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Beonomy in Government, chaired by Senator Proxmire, 
—eeexcamined “Major instances of waste «nd inefficiency" 
iemearings On the military budget...A group of Demo-~ 
Baste Members of Congress...conducted a Conference on 
mereewitbitary Budget and National Priorities...". 

Gener orouns were actively pursuing similar topics in 
1969; among them were the previously mentioned Blue Ribbon 
Defense Panel, the Packard Commission, and the National 
Goals Research Staff [Ref. 20]: 

peieeme Nitiery=—Eirste@engress, the ovicture changed 
for several reasons," Rep. Holifield has said. "In the 
first place, we did a much more extensive job of identi- 
fying major problem areas and documenting support for 
the commission, Secondly, the Armed Services Committee 
withdrew its Opposition in the face of the evident need 
mor a Serious study of government procurement. Thirdly, 
moeOoeriaps MOSt important of all, members of Congress, 
whether supporters or critics of the military establish- 
Meme, wanted constructive action." 

im January 1969, Rep. Holifield and others introduced 
HR 474 to establish the Commission on Government Procurement. 
In the period March-May, hearings were held before the Mili- 
tary Operations Subcommittee of the Committee on Government 
Meerations which Rep. Holifield chaired. In early August, 
mye Cull Committee reported the bill. On September 23, the 
Meuse passed the bill and sent it to the Senate. A proposed 
amendment to require bipartisan appointments to the Commis- 
Sion was rejected {Ref. 20]. 

On September 24, the Senate Committee on Government 
@eerations reported S$ 1707 to establish a commission on 
Mereernment purchasing. This bill was similar to HR 474. On 
meeececmber 26, the Senate passed HR 474 after substituting 


Mme Orovisions of § 1707. The conference committee reported 


Beep. 91-613), a bill that was essentially a series of 
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Somozomises between HR 474 and S$ 1707 (Congressional appoint- 
Memts would be on a bipartisan basis). During November, 
both the House and the Senate agreed to the conference re- 
port, and the President Signed it into law (PL 91-129) [Ref. 
mo) . 

MHempUEpese GCL Zhe COMmMisSSilOn was tO undertake a compre- 
hensive and detailed study of government procurement and to 
Mmeport Lts findings and recommendations to the Congress 
within two years. Its recommendations were to be developed 
Meward reforming regulations, eliminating waste, duplication 
Memretnerffticiency and reducing costs. The commission was 
empowered to issue subpoenas, and it was given an open-ended 
authorization for whatever funds were required for its opera- 
fealons (H Rept 91-613). 

iieeativy LO/1l at became evident that the Commission 
meld not be able to meet 1ts reporting deadline. This was 
Mmmisca, 12 part, by a Elve month delay in appointing a full 
complement of commission members and by the reluctance of 
meoaustry to release high-ranking personnel for commission 
Meex [Ref. 22]. Consequently, the reporting deadline was 
Petended to December 1972 (HR 4848, PL 92-47). Rep. Holi- 
Meold, who introduced the bill, is quoted as saying 
Meer. 21]: 

"We would have made it a straight 12-month extension 
Bie then that report would have been brought out just 
before the election and there would have been a lot of 
Mmaarges Of partisan politics. Somer eli. cals work, 
there has not been one degree of partisanship...And we 
Mme tO Dring Out the report right before the 1972 Presi- 
moemceaivse lection, it would either be buried insofar as 


eee el Omn 25 concerned, or it would be called partisan 
yee Ome Side or the other.” 


S18) 


Meanwaile, an event which was later to become relevant 
tre taking place, the Office of Management and Budget was 
established. 

Siento ae >,) L970, President Nixon appointed the Presiden- 
meetin Advisory Council on Executive Reorganization. Mr. Roy 
memensh, recently president of Litton Industries, was appoin- 
mec tO the chairmanship. "Of all the areas suggested for 
meee ene COuncil concluded that the 3l-year old Executive 
Mer roce of the President was most in need of reorganization," 
Memesaid (Ref. 23]. Subseddenely, President Nixon proposed 
memarvyide the Executive Office of the President into two 
eeanches: The Office of Management and Budget (OMB) and the 
Bemectic Council. OMB would be built around the nucleus of 
mm@onthen existing Bureau of the Budget (which would be 
meet rshed) and would carry on and expand the Bureau's func- 
tions. Memwowldumereate a greater executive capability for 
mieiyzcing, coordinating, evaluating, and improving the effec- 
tiveness of government programs. ho wOowkhe Siete ipy,. Lo Some 
Seeeent, where the programming, planning and budgeting system 
mert off. The Domestic Council would advise the President 
eeeprograms and bvolicies outside the military and foreign 
Beerairs areas [Ref. 23]. 

PeecesOlution disapproving the reorganization was reported 
by the House Committee on Government Operations. [ts key 
Objections were the transference of Bureau of Budget statu- 
Mmeey responsibility to the Presidnet and the absence of a 
meeowirement for Senate confirmation of the new Directors. A 


feeble tOn Of Republicans and Southern Democrats defeated the 
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Basormeiecrome NO resolution of disapproval was introduced in 
mm@emscenate. The reorganization plan went into effect in 
mid-May because Congress failed to disapprove it within the 
60 day period allowed by the Reorganization Act of 1949 
Meer. 23). 

Smebecemoeses lj o72, the Commission submitted its final 
[meport to the Congress. It contained many fundamental re- 
Bemmendations for the reform of procurement policy. 

PepmiGtiner clseusston Of Congressional interaction with 
Mme@emmMaj;or System acquisition process 1S given in Refs. 24 


eamca 25. 


2). SOMMISS ION ON GOVERNMENT PROCUREMENT 

Me orevylously discussed, the CommisSion on Government 
Peeecirement was created by Public Law 91-129 in November 
1969 after extensive Congressional hearings dealing with 
mermercnment acquisition problems. The COGP was charged by 
Congress to study and recommend methods "to promote the 
Se@enomy, efficiency and effectiveness" of procurement by the 
executive branch of the Federal Government. The COGP was to 
be a bipartisan, 12 member body, composed of Congressmen, 
Senators and representatives from the private sector and 
the government. A list of commission members along with the 
Peemressional staffs is given in Appendix D. 

The COGP'sS purpose was to accomplish four objectives in 
mame overall goal of improving the acquisition vrocess. 


These were [Ref. 2]: 





Bioeiolishing a Common Eramework that highlights the 
mevmeectsdions ftom all anvolved organizations--Congress, 
agency heads, service components, and the private 
Seiceeomwe ron seme Dureese Of Having a common set of pro- 
aeGuecoe OL MP ited ating, cOnducting, and controlling 
programs. 

Soctinang the sole Gach organization is to play in 
order to exercise its proper level of responsibility 
HiGmeOmeroLwGwer acaGulSlELlon programs. 

-Giving visibility to Congress and agency heads to 
exercise their responsibilities by providing them 
with the information needed to make key program 
asecisiens and commitments . 

Pimerovlmqg Ene Means fOr assuring public accountability 
as a substitute for the burden of present administra- 
tive reporting and surveillance procedures. 

mame cOGP was Given a broad charter by Congress to take 
an integrated view of the deficiencies in major system ac- 
mms ltion and identify the problems in program implementa- 
tion. After two and one-half years of intensive study and 
Byer 150,000 pages of feeder reports submitted by working 
Beoups Of the Commission, the COGP presented its report to 
mongress. 

Memmi i065 Oproebplems Lncurred in the acquisition of major 
Systems investigated by the COGP are summarized in Column 1 
Semltable II. POU TS seat Ores “EO Correct these problems are 
Seewn in Column 2. Column 3 highlights additional changes 
meeommended by the COGP which not only support current DOD 
Meeetey, Dut extend to the fundamentals of the acquisition 
meee sSS not previously addressed in DOD policy. 

mio COG Report consisted of ten parts in four volumes 


Beet, 2): 


Volume L 
Porton. General Procurement Considerations 
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Vemdume 2 
Part B. Acquisition of Research and Development 
Peeeer Cwm AGCGULSLtion of Major Systems 
Volume 3 
Page DeamEeAecauLsition Of Commercial Products 
Baer nem ACGUISTELOR OF Construction and 
Architect-Engineer Services 
Part F. Federal Grant-type Assistance Programs 
Volume 4 
Pali G. Legal and Administrative Remedies 
Part H. Selected Issues of Liability; Government 
Preperty and Catastrophic Accidents 
totem erbacemiis, LeCinical Data, and Copyrights 
Paiwt Ome Gener Statutory Considerations 

Of the 149 recommendations made by the COGP, 12 recom- 
Memaatlons contained in Volume 2, Part C involved improve- 
ments to major system acquisitoin. A list of these 12 Yre- 
Sommendations 1S given in Appendix E. 

These recommendations indicate that a systems approach 
is needed to improve the major system acquisition process. 
The framework of this systems approach is presented in 
iMeaure 2, illustrating the four basic steps recommended by 
the COGP, namely: 

ime ossctabtlwmshnaing needs and goals. 

Pee Exploring altcernative systems. 

mer Cheesing preferred system. 

4. Mite meneliagarlinaalwaeveloopment, production, and use. 
Fach numbered section in the diagram correlates with the 
Beeresponding COGP recommendation in Appendix E. 

The U. S. Senate Committee on Government Operations of 
the 94th Congress, created a Subcommittee on Federal spend- 


mmr ractices, Efficiency, and Oven Government to provide a 


senate focal point for the review of Federal spending 
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meteewces, particularly Federal procurement. A major part 

of this review was directed toward the report of the COGP, 
Mmpetanrticular those 12 recommendations made by the Commission 
Bemeerning the controversial area of acquiring major systems. 
The Federal Spending Practices, Efficiency, and Open Govern- 
ment Subcommittee is continuing to investigate the recommen- 
dations of the Commission and to develop a legislative pro- 
Gram to implement the needed changes. 

The Department of Defense, in response to the recommenda- 
tions of the Commission, set three embryonic programs on the 
path perceived in the recommendations. These were the 
feevoTAR Global Positioning System (Air Force), the Pershing 
II Program (Army), and the Shipboard Intermediate Range Com- 
meee system (SIRCS) (Navy). Congress requested that the GAO 
Pesamine the programs for compliance with the Commission's 
recommendations. iiemochourounc etnat Only SIRCS “had any sig- 
Peeedeant Similarity to the beginning steps of the Commission's 
Poan”™ Reem wens skanliricant Similarity” resulted 
Because the SIRCS program office worked closely with OFPP in 
Peweloping their acquisition strategy [Ref. 28]. The program 
Smeree nas been concerned not only with the development of 
Memoir cS but also with conducting a “model A-109 progran" 
as well. PECL ona ppearances, at least in the case of SIRCS, 
Ene Defense Department is Sincerely trying to conform to the 


™meGP recommendations, 
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Dy ieiie. OFFICE OF MANAGEMENT 
Ripe SubDGer CLRCULAR A=-109 

MmmEentsesecalem, the evolution of the Office of Federal 
Procurement Policy from the first two recommendations of the 
Commission on Government Procurement to its issuance of Cir- 
emilar A-109 is traced. Mmiemeonmerents Of Circular A=-109 are 
analyzed and its executive agency implementation is illus- 
meeced using OFFP Pamphlet No. 1. The relationship of Cir- 
cular A-109 with the Congressional Budget and Impoundment 
Act of 1974, mission area budgeting and zero-based budgeting 
is presented. Finally, some inherent problems associated 


ecneeeche implementation of Circular A-109 are investigated. 


A. Sept eCE OF FEDERAL PROCUREMENT POLICY 

The statutory framework governing federal procurement 
fs One area Of particular concern to the Commission on Gov- 
ernment Procurement. There were numerous inconsistencies be- 
tween the Armed Services Procurement Act of 1947 which gov- 
erned the procurement system of DOD, the Coast Guard, and 
mre National Aeronautics and Space Administration (NASA) and 
Mictle III of the Federal Property and Administrative Services 
Act of 1949 which governed the procurement systems of other 
Federal agencies. The COGP declared in its report that the 
Semescing Statutory foundation is a combination of disparate 
mere conrusing restrictions and grants of limited authority 


memavold the restrictions: Tiereocey believed Ehat the 
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@emeoltdation of the procurement statues under the guidance 
Of one office would be a major step in fostering a regula- 
tory system which would facilitate rather than hamper those 
wishing to do business with the Federal Government. Jigen bhaae 
the COGP proposed two recommendations which were to be the 
Memius of OFPP [Ref. 26]: 

Recommendation l. Establish by law a central Office 

eer receral Procurement Policy in the Executive Office 

of the President, preferably in the Office of Manage- 

Meme and Budget, with specialized competence to take 

the leadership in procurement policy and related 

matters. Mann Oemomeammzanilonally placed in OMB, the 
office should be established in a manner to enable it 

Bemcestifty before committees of Congress. ie stheuked 

develop and persistently endeavor to improve ways and 

Means through which executive agencies can cooperate 

with and be responsive to Congress. 

Recommendation 2. Enact legislation to eliminate in- 

consistencies in the two primary procurement statutes 

byeecoOnsOlidating the two statutes and thus provide a 

Penmmon statutory basis for procurement policies and 

Meeocedures applicable to all executive agencies. 

fetal in the Statwtory base for an Office of Federal 

baocurement Policy in the executive branch to imple- 

Meme Dasic procedure policies. 

The characteristics of the new office as envisioned by 
the Commission were to "be independent of any agency having 
Beeecurement responsibility..., operate on a plane above the 
procurement agencies and have directive rather than merely 
mmmnerory althority..., be responsive to Congress..., consist 
Sree SMall...cadre of seasoned procurement experts" [Ref. 29]. 

Paaele Logic seemed to dictate location of OFPP in OMB, 
Pere was concern that authorizing legislation would become 
puemeoiled in the Congress vs. Ash dispute (as discussed later 


mamethis section). Ro ea Gesult, the Senate Committee on 


Mereernment Operations delayed its actions. Alternatives 
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considered were an independent agency, location in the 
Semeral Services Administration, and location in the General 
mee@eunting Office. But all had flaws [Ref. 30]: 

An independent agency would have little clout 
maeepplying policies to a giant such as the Defense 
Department. -.. Defense Department would oppose 
Mmecaction Of..,.OfPP in GSA, another operating agency 
engaged in government~side procurement...Location 
meeGAO would involve conflict of interest. The 
agency establishing procurement policies would also 
be the agency investigating procurement actions. 

imecresuinGciy, by placing the Office of Federal Procure- 
memes POllCy (OFPP) in the Executive Office of the President, 
mes POlicy promulgatioOns would have the force of an Execu- 
tive Order, which in turn would have the force of law unless 
meecitically revoked by Congress. The GAO has stated that 
Meee Circulars and rulings “have the force and effect of law. 
MEBMCENDEaAC:, as discussed later in Section III.b., is signi- 
eeecant. 

mirewcongress vs. Ash Gispute had two main roots; ({1) 
Memgress was becoming increasingly concerned with the growth 
PemmmxecCutive power during the Nixon administration [31], and 
Meer. Roy L, Ash, Former President of Litton Industries, 
meom Nixon appointed as the first director of the OMB, be- 
meme a COntroversial figure when Litton's large cost overruns 
ecame known and allegations of mismanagement were made. 
memator Proxmire was especially “ruffled” by Ash's appoint- 
emt (32]. 

Mmcariy 1973, the House and Senate passed S$ 518 which 


Memrea have required retroactive Senate confirmation of the 


MeeeectOor and Deputy Director of the OMB. That would have 
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Soeseoeene Senate a chance £0 examine the background and 
@em@eaqentials of Mr. Ash. President Nixon vetoed the bill, 
and the House sustained the veto. 

In June, the Senate passed S$ 37 which required confirma- 
mon Only of future appointees, After dropping a four-year 
merm Provision and formally transferring powers to the OMB 
Director (which were then held by the President but dele- 
gated), the House passed the bill in late December. The 
Senate accepted the amendments in February 1974, and the 
Beebl was Signed into law in March [(31]. 

With apparent resolution of the Congress-vs.-Ash dispute 
micing Shape in the gtorm of S 37, the Congress returned to 
the problem of procurement. The Senate Government Opera- 
tions Committee named an ad hoc subcommittee on Federal Pro- 
Sumement tO implement the recommendations of the COGP with 
Mmeqislation (33]. Senator Lawton Chiles (a freshman Demo- 
meres trom Florida) chaired the subcommittee. The House Com- 
mittee on Government Operations also formed a subcommittee, 
mmearred by Rep. Holifield. 

Mpc momnedrings before the various committees, the 
Bxecutive branch (as represented by DOD) and industry took 
somewhat different but predictable positions on the recom- 
mended OFPP. 

DOD took a conservative, incremental stand as typified 
Beeeeae Cestimony of A. IT. Mendolia, Assistant Secretary of 
Seeeemoe LOF installations and Logistics [Ref. 33]: 


Pemexpoessea Coneeérn that the OFPP might usurp 
mre procurement policy direction that the office of 
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mer secretary of Defense now exercises...Mendolia sug- 
gested that “a small, competent Procurement Council” 
Meme oe organized EO coordinate interagency policies... 
"Defense Department recommends building on the present 
Procurement structure...What is needed is to establish 
Maps COOLGINAELON point at the apex of an existing 
pyramid.” 

Industry, on the other hand, encouraged immediate estab- 
lishment of the OFPP and that sweeping reforms be made. 
Also, the hearings were used as a forum to sharpen their 
edge of the ax. The testimony of the Aerospace Industries 
Mesocilation, the Electronic Industries Association and the 
PereztOnal Security Industrial Association had three main 


memrusts [Ref. 29]: 


Meempresent Situation Of MOuUNntainous piles of 


Bowete Veena na  MegulartiOns...iS intolerable. Uniformity 
Goccimplierttys...should be the guidelines of the new 
Srtice. 


Moa WemOoOolley ~or the mew otfice should be fairness 
MOMmiEmMe GOmtractOr as well as the contracting agency. 


imeem new GQlEttece should serve as an appeals court for 
@emeraceors when government agencies...fail to 
mmplement properly the policies. 
mimalivy, in 1974, the OFPP was established. Senator 
meeles introduced S$ 2510 which would solace OFPP in the 
Peeeeutive Office of the President but independent of the OMB. 
Meeele the Senate passed the bill, the House amended it to 
place OFPP in OMB. The Senate accepted the amendment and 
Peer resident signed on 20 August as PL 93-400 [Ref. 34]: 
The bill included detailed language to ensure the 
administrator's independence, including separate 
Meio rizgattons £Or the OFPP, a requirement that the 
Samtrnmistrater, rather than the OMB Director, keep 


SBeongress itmiormed of OFPP activities, a provision 
Mesting wEne functions of OFPP in the administrator 
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mentee ehan in the OMB director (the only other OMB 

Seclelal having Statutory powers) and a requirement 

mae the administrator could not be given any func- 

Perens Mec oeovlded in the bill. 

The Congress viewed the OFPP as the guarantor that the 
COGP recommendations would be seriously considered in the 
Bexecutive branch. Congress also saw the OFPP as a focal 
point with special competence and leadership in Government- 
wage procurement and procurement-related matters. For the 
merse time, Congress, industry, small businessmen, private 
citizens, and executive agencies have one place to go on 
meecurement policy matters. 

Hugh E. Witt was nominated by President Ford as the 
Administrator for Federal Procurement Policy on November 19, 
@emrirmed December 19, and sworn in on December 31, 1974. 
Thus, the OFPP became operational December 31, 1974. 

MiewOPEP was Set Up With a staff of 16 professionals and 
eee clerical positions. Dugas. Wiel, the first administra=— 
mee Sald [Ref. 35]: 

Meevery Dleased with the caliber of people that 

WoCreMmtrerested iniwservVing in this new office. 

Collectively, we have over 300 years of procurement 

related experience. MMiemsctatteakse retlLects a good 

Meess=-SeCelOn...fOur from industry, two from 

SemeGessional Stafrk, sOur from civil agencies, 

Five from Department of Defense and one from 

Office of Management and Budget. 

OFPP was established to provide overall direction of 
Meeecurement policies, regulations, procedures, and forms 
femeyin the executive branch. The Office was created to 
improve the economy, efficiency, and effectiveness in the 


Peeecurement of oroperty and services by the executive 


agencies. 
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While Public Law 93-400 sets forth the following six 
Specific functions of the OFPP, Congress viewed the respon- 
Sop lities Of OFPP in a broad sense, encompassing the dis- 
ciplines covered by the 149 recommendations of the COGP 
[Ref 36]: 


Pucca lcie a SYStem Of CcCOOrdinated, and to the extent 
feasible, uniform procurement regulations. 


PeoSeaceis i Ceiteria LOr Soliciting the viewpoints of 
interested parties in the development of procurement 
Boltcies and regulations. 

SMeomt con policies relating to reliance by the 
Federal Government on the private sector to provide 
needed property and services. 

BIeomoOotervand COnduct research in procurement policies. 

-Establish a procurement data system which takes 
Mapa acecOUnt the needs of Congress, the executive 
aenei, and the private sector. 

mEeEomnote programs Lor recruitment, training, career 
Gievelooument, and performance evaluation of procure- 
ments personnel. 

mmaemworgani zation and £Eunctions of the OFPP are described 

mm@ecetail in Section 225 of the Office of Management and 


Budget Manual [Ref. 37]. An overview structure of OFPP is 


@even in Appendix F. 


= SmRCURAR A-lOS AND ITS IMPLEMENTATION GUIDE 

MiemaectiVity @E the OffEice of Federal Procurement Policy 
Bem@ee) has received a higher priority of more attention than 
the development and implementation of a Government-wide 
Memerey fOr the acquisition of major systems. This policy 
Was promulgated as Office of Management and Budget Circular 


feeeo2 |Reft. 1] on April 5, 1976. Full implementation of 
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Se emwlar A-1O9 will revolutionize the way in which major 
Federal system acquisition programs are initiated and for 
‘meme Ootbititons of dollars are spent. A measure of its sig- 
Meetoance is the fact that, in January 1977, GAO estimated 
mmat the cost to Complete major systems acquisition programs 
of the executive branch now underway was $452.2 billion [Ref. 
ae | . 

OMB Circular A-109 is consistent with the intent of the 
12 recommendations of the Commission on Government Procure- 
Memt concerning major systems acquisition. it LSO. ret lects 
the results of the Major Systems Acquisition Reform Hearings 
Sonaucted by the Subcommittee on Federal Spending Practices, 
Efficiency, and Open Government of the Senate Committee on 
Government Operations, during the period May 20-July 24, 1975, 
mmad AUGUSt 24 and 26, 19/76. 

Oemeoaugust 26, 1976, the Honorable Lawton Chiles (D-Fla), 
Smerrman, Subcommittee on Federal Spending Practices, Effi- 
Beeency, and Open Government, stated the following: 

"At this time 4 years ago, the Congressional Commission 

On Government Procurement, on which I served, was 

Mmevlewing a draft report on major systems for final 

approval. itm swoDOsedwan integrated package of 12 

reforms recommendations to overhaul the policies which 

Semerol 5965 major programs worth some $404 billion - 

everything from defense weapons to energy, transporta- 

tion, and education systems. Ofaeiciem s+ Oop Liston, 

momo liien 1S in cost overruns, according to the 


Semezal Accounting Office... 


"The reforms that were proposed by the Commission are 
Seegnifticdant... 


“The reforms call for a new front end for these programs, 
With new decisions by agency heads and the Congress on 
Mission need. The new mission need decision, before any 
Meowmemecramegets Started, Ls critical to control the 
paaget... 


qa 
oO’ 


Vimemrerorms  atso Call for more effective competition- 
starting not with a preordained, gold-plated paper 
fection ozoduced oy agGemecies in concert with major 
Semeractors — HbUtE, Instead, starting with a basic 
statement of the problem - the mission need - with all 
of industry, small and new firms included, having a 
Seance to use their best technology... 


"The reforms call for a modern management of Government 
peeagrams, Lneegrated to bring together our wealth of 
meochnoleogy with national needs, to cut through the 
barriers Of bureaucratic waste..." 

Circular A-109 was extensively coordinated with the 
executive agencies, congressional staffs, industry represen- 
tatives, and other interested parties. Almost 150 separate 
comments were received on three drafts of the Circular that 
freee Circulated for comment. imeaddiceLoOn, a, publie meeting 
Semeene pOlicy was held in Washington on December 16, 1975. 

Pe aimeiopal intent Of the reforms embodied in Circular 
epee Ieis tO reorient competition for major systems and focus 
Mmmmpome che earlier phases of the process, not just on full- 
scale development. hms eltnmeerwaecead Ehat Competltion will be 
broader based, require less commitment of resources by the 
competitors, and provide the best solutions to national needs 
feeemarily through industrial innovation. 

“Express needs and program objectives in mission terms 
and not equipment terms to encourage innovation and 
Zemoctlelon in creating, exploring, and developing 
Eeuernative systems. 

-Place emphasis on the initial phase of the system 
PasieatelOomeprbocess tO allow competitive exploration 
of alternative systems to meet mission needs. 

SeOmmunicate with Congress early in the system acquisi- 
Brom process by relating major system acquisition 
meograms tC agency mission needs. This communication 
Saoula rollow the requirements of OMB Circular A~-109 


Semcerning 2ntormation related to budget estimates 
and related materials. 
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“tHieaoeeeneclear lines Of authority, responsibility, 
and accountability for management of major systems, 
make decisions at appropriate managerial levels, and 
G@peaim agency mead approval at key decision points 
MMmeetemeovolurclLon Of each acquisition program. 

~Designate a focal point to integrate and unify the 
system acquisition management process and monitor 
molticy implementation. 


Rei mom private Inaustry in accordance with the policy 
established by OMB Circular A-76. 


Circular A-109 (Appendix G) is written in rather simple 
language and contains only 12 pages (two of which are taken 
Peewith definitions). Mews Note a Ligid guide for all situ-= 
Peemons but a flexible invitation to exercise judgement with- 
Mmmecertain boundaries. Tt recognizes that each major system 
meauisition program iS unique in terms of time, cost, tech- 
Bemcaqy, Management and contracting approach. Despite these 
Beeerterences, the basic process and principal activities in 
Mmimemprocess are common to all programs. Circular A-109 
addresses this basic process and provides an integrated 
framework to unify mission needs with program implementation. 

Circular A-109 emphasizes top Congress and Executive 
Meedership at the front end of the systems acquisition cycle. 
Meesotates that while “technical and program decisions nor- 
Mally will be made at the agency-component or operating- 
Seeavity level,” four key decisions "should be made by the 
agency head." These four decisions are [Ref. 1]: 

MeciemcEricatitonm and GefFinition of a specific mission 

need to be fulfilled; the relative priority assigned 
Within the agency, and the general magni-invested; 
moclectlon Of COmpeELtive system design concepts to be 
advanced to a test/demonstration phase or authoriza- 


mon EG Proceed with the development of a noncompeti- 
Seven (single concept) system; 
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-Commitment of a system to full-scale development and 
ipeneeead mrLoduet1 on; 


Seourmitcment of a system to full production. 

Significant benefits anticipated from implementation of 
@mecular A-109 included: 

-Greatly reduced cost overruns and elimination of 

much of the controversy of the past two decades 


regarding the need for specific systems. 


-Improved opportunities for innovative private 
FoceOonpecOntxributions €O meet national needs. 


-Information flow between agencies and Congress 
Somcusteneewhten the Congressional Budget Act of 1974. 


-An orderly process for acquiring major systems in 
menage neLes, techus eliminating inconsistencies of 
Management attention and approach while providing 
flexibility for agencies to meet unique needs. 

If these policies are implemented as intended, savings 
of billions of dollars could be realized by avoiding the 
Seeaet-Up Of programs that are later cancelled because the 
need did not exist, other programs were given higher pri- 
Ority, or other less costly ways were found to satisfy the 
need. In addition, when programs have been initially re- 
cognized as required to meet a need, the agency head will 
have an opportunity to reevaluate the need periodically 
and reorder priorities as necessary. Dollar expenditures 
required can alsobe reevaluated as a program proceeds from 
Seeoeem definition, through commitment to full scale system 
meelopment and limited production, to commitment of full 


Seoeem production. The exercise of these new techniques 


Will have a favorable impact upon the Federal budget. 
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Peewee nereamolley the intent of Circular A-109 and help 
integrate these four key decision points into the major Sys- 
tem Cycle, OFPP issued OFPP Pamphlet No. 1 in August 1976 
[Ref. 4]. The macro-view of the life cycle of a major system 
is depicted as shown in Figure 3. 

The Major System Acquisition Cycle is seen as a single 
merosead loop with the four key decision points indicated by 
@ercled numbers. The various activities indicated before 
and after these decision points are themselves interactive 
[ieems within the single closed loop providing feedback at 
Pelemedecision point. The feedback loops are not drawn on 
Meme roure for clarification and simplification purposes. 

The most logical point at which to enter the Major Sys- 
MemeecGuULSition Cycle to evaluate content of Circular A-109 
Mmmact the “Mission Analysis" activity. Here, the Agency's 
Science and technology base is drawn upon in the generation 
Mea mission need. tipeacssseclence and technology base will 
Mempeoncinuously reviewed throughout the acquisition life 
evcle, PretieenmisstOn anlaysis, the Agency's goals and oOb- 
jectives are analyzed to ensure consistency of the develop- 
ing need with them. Technical advancements are investigated 
MmereoppOrtunities to improve the Agency's operations. 
Deficiencies in the Agency's current capabilities to accom- 
Meersh its mission are examined. @oct weauictions, such as 
Ownership costs, are questioned for improvements. Agency 
environments, such as to national defense for DOD, are 


analyzed to ensure mission capabilities are not impaired. 





MAJOR SYSTEM ACQUISITION CYCLE 





EVALUATION AND 
RECONCILATION 
OF NEEDS 
IN CONTEXT 
OF AGENCY MISSION, | 

RESOURCES AND 
PRIORITIES 









MISSION 
ANALYSIS 











EXPLORATION 
OR AE ER NATE 
SYSTEMS 











DEPLOYMENT 
AND 
OPERATION 











Gees alee 
DEMONSTRATIONS 





PRODUCTION 







FULL SCALE 
DEVELOPMENT, 
TEST, AND 
EVALUATION 







ees aS [2BE sa] 





From this mission analysis and evaluation comes a need to 
accomplish an agency's goals and objectives. This need will 
be written in terms of mission purpose, end objectives, capa- 
bilities, time constraints, value of meeting the need, the 
environment in which the need must survive, relative priority 
and operating constraints. For example, within DOD, current 
inventories must be recognized. The agency can not simply 
come out with a need and wipe the slate clean and start over. 
Existing force levels, existing research and development and 
memset g Programs could be considered constraints. Leeshnoeuld 
Memnoted that the need should not be written in terms of a 
meeclLiic equipment solution. 

Once the need has been evaluated and reconciled in the 
cOntext of agency mission, resources and priorities, the 
Mi/Mryee key decision point (indicated by the circled "1" in 
Figure 3) is reached. At this point, the agency head has 
the option of agreeing and approving the mission need state- 
ment. Ewe smotmintcormoOlnt that the agency begins to bring 
together the budget and procurement aspects of the process. 
Mere the agency works with OMB articulating the mission 
Mmeea in putting the President's Budget together. As dis- 
Sesed in the next segment, beginning in FY 79, each agency 
meee be required by law to submit budget information in 
Meeotrdance With assigned agency mission areas and to relate 
meency programs to these missions. The Congressional Budget 
Peon 1974 along with Circular A-109 provides the basis for 


Seeablishing an earlier, more meaningful communication with 
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Congress in the budget process. The objective is to have 
Congressional level issues regarding needs resolved earlier 
mayethe Major System Acquisition Cycle before the commitment 
of major resources and selection of solutions. Congress 
mera then OoStensibly withdraw from its traditional annual 
process of detailed review of system solutions and data and 
Mecus On the broader questions of agency missions and roles 
Meaemore appropriate role for Congress). This would permit 
Congress to consider the need within the context of overall 
national priorities of other programs and needs. 

Mr. Fred Dietrich, OFPP, in an appearance before the 
National Contract Management Association (NCMA) meeting on 
Meommay 1977/7 {Reft. 39] gave a pertinent example of this 
meelter involyement of Congress in the debate of mission 
need existence. The U. S. Air Force in advocating the B-l 
bomber aircraft was seeking a replacement for the aging 
Peeoe alrcraft as the third leg of the Strategic Triad. 
Meeeerding to Mr. Dietrich, the B-l controversy would not 
have occurred had the need been resolved through debate with 
Pengress at the onset of the problem and not after millions 
of dollars had already been spent. The Air Force proposed 
een the need and solution simultaneously to Congress after 
much delay caused by internal disagreement within the Air 
merce. Had the need for the B-l aircraft been approved by 
the Congress initially, there would have been no necessity 
to debate the mission need at each budget cycle and the pro- 
gram might have had smoother sailing through Congress at 


budget approval time. 





Circular A-109 proposes that a program manager be as- 
signed to the newly formed program immediately following 
MiiemEiELrst decision point. The program manager would be 
designated in writing and would be given a charter with 
m@mear channels of authority and accountability. Anyone in- 
mecting On decisions made by the program manager in his ex- 
Beoration of alternative system must document those actions, 
The program manager would be a solution advocate, vice a 
need advocate, and would eventually come back to the agency 
head with an evaluation of alternative concept designs. The 
prime purpose of the program manager at this point would be 
to initiate program implementation, The program manager's 
first actions would be directed at assembling a program team 
meet niciating an acquisition strategy. Clie weet Sirageqy 
meamused to indicate a dynamic, evolving process as opposed 
Mmemea Dlan indicating a rather inflexible process.) 

Mime program acguiSition strategy can be broken down into 
three basic areas - management, technical and business - and 
meeetored for that particular program. In the management por- 
Eton of the acquisition strategy, the program manager devel- 
Ops his program office structure - whether to have a large 
Self-contained office composed of all resources and discip- 
Memes pertinent to the program (such as a U. S. Air Force 
my Or to have a matrix office composed of a small cadre of 
dedicated personnel who draw upon functional offices to sup- 
Peeement {such as U. S. Navy Project Offices). In the tech- 


Merogy acquisition strategy, system engineering decision 
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Meming amd Staffing details are addressed. If a purely man- 
egement: Organization is tO be used during the concept evalu- 
memem oidse tO integrate contractors, then provisions to 
ensure hardware accountability should be made. In the busi- 
Mess acquisition strategy, items such as the different types 
PerwcOntracts to be used in each of the phases should be con- 
Sidered. An analysis should be made of program life cycle 
costs such as ownership costs and design-to-cost goals and 
Methods for measuring cost and performance progress and 
memancial planning. 

Mremacawlsitienm Strategy formulated by the program mana- 
ger will form a basis to communicate with all levels of 
management within his agency, his own program office team, 
Mem and Congress, aS well as with private industry. While 
Bie acquisition strategy will encompass the entire program 
Mire cycle, emphasis will necessarily be placed on near term 
actions. As the program proceeds and periodic reviews are 
Made, SuccesSive phases of the acquisition strategy would 
be emphasized. Pittomtenerhemeneal acQulsSitlon strategy called 
mem in Circular A-109 would minimize the administrative bur- 
Pemeana provide program direction to accomplish program 
Memes and Objectives. At program initiation, the program 
Mager Could not reasonably address all parameters antici- 
Metea in the program life cycle. The program manager would 
possibly be providing support to a higher level manager, 
Mimetally, who would have the authority to coordinate actions 
mavolLvying more than one existing system within a mission 


area. Eyeladiticalning a Elexible acquisition strategy, it is 
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Merce seOoValuate and schedule critical decisions as the 
program progresses. 

[iMeneneCn Exotoractilon of Alternative Systems" phase of the 
Major System Acquisition Cycle, the program manager will de- 
pend on private sector for solicitation of system design 
e0ncepts. Innovative ideas could also come from government 
labs, universities and other government funded organiza- 
Mm@eons such as NRDC'S. These innovative ideas from govern- 
ment sources would be made available to private industry in 
formulating their response to request for propcsals at the 
Memteractor'’s option. AS an example, the Navy's SIRCS pro- 
gram provided several volumes of government furnished in- 
meemation tO private industry in requesting proposals because 
Of a lack of updated operational expertise in surface war- 
mee Dlatforms and scenarios. The information was used by 
memvate industry in their concept formulation responses. 

If, however, the agency head decides at the first key 
feeaton pOlnt that a unique solution exists to his particu- 
Mae MisSilon need because of technical or economic reasons, 
then he may request the private sector to bid on this unique 
eeproach. Utiowact lone woulGa Oc an exception to Circular A= 
mee and would have to be documented and coordinated with 
OFPP and OMB. 

OFPP can not interfere with the establishment of the 
Mission need or the need statement or the source selection 
Process. However, the budget examiners of OMB can question 


the agency's budgets for compliance with Circular A-109. 
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jMimemGeneral ACCOUnting Office (GAO) will still be the reci- 
Meme GO: Drotest regarding Circular A-109 non-compliance. 
An example of this was the recent protest received by GAO 
Beer the Air Force’s F=-16 aircraft [Ref. 39]. 

pet mportant aspect Of Circular A=-109 is the early in- 
[mee tOn Of meaningful competition by soliciting private 
industry to develop alternative system concepts. An expanded 
Picture of the Exploration of Alternative System Phase is 
presented in Figure 4. The program manager would issue a 
Request for Proposal (RFP) with wide dissemination to both 
merge producers and small contractors to obtain a wide range 
of innovative ideas and system design concepts. The desired 
result in the contractor's response is a system design con- 
memo Or at least an understanding of the concept. What is 
desired is a response to a mission need, not a prescribed 
hardware solution nor a predetermined government specified 
welution. 

Evaluation of the RFP responses would be done by an in- 
Memse team of technical specialists or through the assist- 
meer OL GOvernment labs, providing the labs had not sub- 
[Mrrted a response. After evaluating each of the proposals 
mmeschoosing the most feasible ones, the selected contrac- 
Mees WOuld be provided funding through short term, parallel 
momebactsSs to refine thelr system concept approaches. 

Wigem Ehe Competing contractors submit their concept de- 
Slgn proposals in response to the short term, parallel con- 


Meects, the program manager will enter into a source 
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Selection process With his program team. Assisting the pro- 
gram manager in this task will be a team of experts in 
various disciplines to evaluate the different aspects of 

me proposals. This expertise will probably come from in- 
house personnel, such as government labs not involved in sub- 
Mitting proposals or in government preconceived solutions. 
For example, if the Naval Air Development Center (NADC) had 
Sepredetermined solution regarding Vertical/Short Field Take- 
Meeey7 Banding (VSTOL) aircraft, then the program manager would 
need to bring in other government experts, preferably with 
previous VSTOL experience. 

Mimueeais source selection phase, the most beneficial sys- 
mem adesign concepts would be chosen based upon such para- 
Mercers as cost of acquisition and ownership costs. Small, 
Mmeognly technical companies would be considered if they could 
demonstrate production development accountability such as 
by teaming arrangements with larger hardware producing cor- 
Meeations. These smaller companies would also have to 
Semienstrate viable production capabilities. Circular A-~109 
meees £O0r, if economically feasible, multiple awards for 
Meeererent design concepts during this phase. 

Micmv hms secontcractors Of this source sélection explora- 
tion phase would have to have shown in the responses the 
meLlowing: 

moet ogi system ELunctional requirements and specifica- 

mmeoMso poe paced by the Contractor for his system design 
Pemecepe, NOt a set Of government specifications. 


-System parameters and constraints. 


oe, 





-Criteria to determine responsiveness of system design 
concepts to meet the mission need. 


-Feasibility analysis to demonstrate that the proposed 

system concept iS within the state-of-the-art, within 
the framework of resource capabilities, and realize- 
‘able interms of allocated budget and in terms of 
schedule. 

Mmogecmerrnate Contracts Could result in proposals to con- 
memue the design study, both concept and hardware, to reduce 
the risk before proceeding with system. If the risk is low 
and acceptable, these contracts could result ina hardware 
meoposal for competitive demonstration in the next phase. 

The program manager upon completion of the source selec- 
Immonm process can now go back through his agency's chain of 
@emmand with the acceptable proposals. The program manager 
Can recommend to the agency head that the selected alter- 
Mate system design concepts be pursued into the "Competi- 
tive Demonstrations" phase. If the agency head deems it 
Mec economically feasible to pursue multiple concepts and 
mae agency head chooses to pick only one proposal, this 
mewn 1S am exception to Circular A-109 and should be coor- 
dinated with OFPP/OMB. Snmemor “the Main Obyvectives Of Car= 
Sear A-109 is to keep competition alive throughout the 
emer System Acquisition Cycle, even through production, 1£ 
economically feasible. 

The second key decision point in the Major System Ac- 
Pemmetcion Cycle (indicated by the circled "2" in Figure 3) 
1s reached. The agency head must reaffirm the mission need, 
Meeounting for changes in priorities and threats. The pro- 


mem Manager, in turn, must ensure that the original 
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PeeeetnentnftOormation is still valid. All acceptable system 
alternatives are considered. The agency head then gives 
Mimseaporoval to proceed into the "Competitive Demonstration" 
phase. 

The remaining phases and key decision points in the 
Memypor System Acquisition cycle are similar to the activities 
[eenme major system life cycle prior to the issuance of Cir- 
mbar A-109. For completeness of discussion, a brief over- 
wemew Of the remaining cycle will be given. 

The Competitive Demonstration phase is used by the con- 
tractors to transition their system design concept to experi- 
mental hardware, The concepts are verified as being sound 
and able to perform in an operational environment. These 
demonstrations provide a basis for selection of system design 
Semcepts to be continued into Full Scale Development (FSD) 
phase. These competitive demonstrations normally involve 
Only critical subsystems, although in some cases could in- 
volve a prototype of a complete development model. 

Cerne weimrd Key “decision point (circled "3" in Figure 3), 
the agency head again reaffirms the mission need, program 
objectives and risks. The agency head approves the alterna- 
tive systems that have been competitively demonstrated to be 
femelle and gives his approval to proceed into the Full Scale 
Development Test and Evaluation Phase. 

Meerig tie FSD phase, Critical sub-components demon- 
Strated earlier are combined to a full scale prototype and 


complete system demonstrations, test and evaluations are 


eral, 





analyzed. BPUPMnomennss phase before the production award is 
Mage, a “fly-off" is required to be held if economically 
feasible. 

Peateow tome@rn and Llmal key decision point, (circled "4" 
Mmameeigure 3), the agency head again reaffirms the mission 
need and program objectives. He approves the final elimina- 
tion among the remaining competitors to choose the best 
System, or systems if economically feasible, that meet the 
Mission need within overall life cycle cost considerations 
memproceed into production, deployment and operation. 

Peemorce Graphic view of the Major System Acquisition Pro- 
Mess aS Specified in Circular A-109 is given in Figure 5. 
This figure shows the same four key decision points by the 
agency head. PaGtmomOd Gam Liicepelom to they production deci-=- 
eon, Viable alternatives to system concepts are considered. 
Semen contractor Carries his own unigue concept through in 
Memoectition to the production award. The number of alterna- 
tives are narrowed at each decision point (as indicated by 
[men ewo converging lines in Figure 5) by elimination of less 
desirable system concepts. SUGGeCSsctUeoONnhreectlOrs "arc 
funded through parallel, short-term contracts to refine the 
Peete. Evaluation of these system concepts is based on 
meee l CeéSting and demonstrations of subcomponents or fully 
@peraticnal prototypes depending on the phase of the program 
evclie, 

medtagcram OLten used to illustrate the life cycle of a 


Major system but not updated to incorporate the framework 
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Peme@reaeiharea-FO9 2s presented in Figure 6. This figure 
ePewso tine £OUL Key decision points for agency head approval. 
mors figure shows more graphically the consideration of 
Mission area analysis, taking into account the input para- 
meters of technological advancements, cost of systems, 
threats, money available, priorities and resources. The re- 
Sulting Mission Need Statement for the agency is displayed 
feo r tO the new program Of initiation decision point. The 
Phased activities between the key decision points are also 
Seat obited. 

Key issues inherent in Circular A-109 besides the formal 
Mmeucturing of the Major System Acquisition Cycle include: 
[ee the designathon of each agency ofan "Acquisition Execu- 
tive" to integrate and unify the mangement process for the 
agency's major system acquisitions. He will be responsible 
mer developing and monitoring procedures and practices under 
Circular A-109 implementation to ensure compliance within 
the agency. Each agency which acquires - "or is responsible 
M@eeeactivities leading to the acquisition of" - major system 
fol establish "clear lines of authority, responsibility and 
accountability for management of its major system acquisi- 
mmeeom programs" [Ref. 1). 

(2) a separate fund to expand the technology base of each 
agency. The money designated for a specific system develop- 
ment should be with that system mission need. For example, 
Giethe DOD and NASA Fiscal 1978 budgets, more than 35 new 


Peeogram starts were identified for Congress on which the 
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agencies have been spending small amounts of money for years 
under the categories of "Research" or "Exploratory Develop- 
ment." 

(3) Peer eceterminca SOlUuttOn to the problem along with the 
Statement of “need" should not be given to bidding contrac- 
mers, Neither should prime contractors give their subcon- 
ieretOrs Similar guidance. The guidance in both cases should 
Meme were iS Our problem. What is your solution?” 

(4) each agency through its program managers should ensure 
meeprOopriate trade-off among investment cost, ownership (life 
@ecle) costs, schedules and performance characteristics. 

(5), eeepc tmons co. Circular A-109 must be approved by the 
agency head. Tf an agency head chooses a single concept or 
Berooses £O proceed with FSD on a critical subcomponent, such 
as a jet engine for a developing aircraft, then he should 
document and coordinate his actions with OFPP/OMB. 

Mmegarding the implementation status of Circular A-109 
among Federal agencies, OFPP reports that of the 22 major 
Federal agencies affected, 19 agencies have submitted approved 
Meeems although six of these have been approved subject to 
mes agency providing additional data. These 19 agencies 
fermount for 99% of the Federal money spent. All 19 agencies 
Peeve dadppoOinted an “Acquisition Executive” and have defined 
Within their own agency's terms what constitutes a "Major 
system." Nine agencies (including DOD) have issued imple- 
Memerng instructions to their component elements although a 
miage amount of paperwork regarding rewriting of rules and 


Pegulations remain. 
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OMB oversight of Circular A~109 1s evidenced by its in- 
Teseigation into each new major system start with the 
agencies. The budget examiners are now asking, “Has the 
agency head approved the mission need? Has the agency ap- 
pointed a Program Manager? Has the program manager devel- 
Seed his acquisition strategy?" If the budget examiners 
don't get satisfactory answers, then the program doesn't get 
Pitt in the President's budget. For example, the Social 
Security Administration (SSA) requested an Automatic Data 
Processing (ADP) system but neglected the budget examiners' 
Guidance on competing the system with several contractors 
Mmamaccordance with Circular A-109. The SSA didn't come in 
with an acceptable request and the ADP system involving 
Several missions of dollars was not put in the Fiscal Year 
meys budget. 

mae begislative Branch interest in Circular A~109 imple- 
Memcation status 1s shown in the various Congressional com- 
Mimecees and staff inquiries regarding compliance or noncom- 
pliance of various budget requests. The General Accounting 
Seeeree (GAO) has conducted several studies involving program 
Pemeliance with Circular A-109 and has issued reports of an 
MmmemeeicCti—-nal nature regarding aspects of Circular A-109. 

eiaeecumelO- 19/7, Meemesert Lance, Director of the Of- 
fice of Management and Budget, before the United States 
eenate Appropriations Subcommittee, stated with respect to 
Sie Circular A-109 that: 


Pomeme OmVective 1S CO promote broad acceptance and 
mmeaerstanding of the policy througn an aggressive 
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eset oclomeana indoctrination program that reaches 
both Government and industry groups." 


Mr. Lester Fettig, Administrator, OFPP, confirmed the 
emphasis OMB will place on the executive branch agency imple- 
memreation of Circular A-109 in a recent interview (Ref. 40]; 

uring my COntlrmation hearings, I cutlined my 

Somectives and Priorities for the next 28 months 

and expressed confidence that we would indeed 

mernGg abouwn Many GE the long sought reforms in the 

Mmeecurenecnt process. imex@mecis EO report the 

following accomplishments when sunset comes in 

 So0 Dara 

"Full and effective implementation of OMB Circu- 

lar A-109, which prescribes how major systems will 

Bewacgunred. | Compliance with this Circular will be 

achieved in the civil agencies as well as the 

Defense Departments." 
es mopche: EXECUPION AND EXPENDITURE CONTROL 

Mmne dpproved budget becomes the financial plan for the 
Operations of federal agencies during the fiscal year. Most 
Dudget authority, and other budgetary resources, are made 
available by OMB under an apportionment system that assures 
the effective and orderly use of available authority. 

Mie Congressional Budget and Impoundment Act of 1974 (88 
STAT 297) provides that the executive branch may regulate 
Mme rate of spending by deferring the availability of funds 
Memeeme approval of the Congress. Deferrals, which are tem- 
Bemeery withholdings of budget authority, cannot extend beyond 
the end of the fiscal year and may be overturned by either 
Pemise Of the Congress at any time. Recissions, which per- 


Manently cancel existing budget authority, must be enacted 


fMeeeeene full Congress. 
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How will the advent of OMB Circular A-109 affect the 
budget execution and expenditure control process? How 
will related policy reforms such as Mission Area Budgeting 
(MAB) and Zero Based Budgeting (ZBB) impact the federal 
budget process? 

The Congressional ReformAct of 1974 requires Executive 
Agencies to submit their budget requests in mission-oriented 
mems, beginning with Fiscal 1979 submission, the current 
budget. The procedures spelled out by the Congressional 
Budget and Impoundment Control Act of 1974 were designed to 
Give Congress a chance to weight the relative merits of 
Mm=rous Spending programs and--if it chooses--to cut pro- 
@eams that it finds ineffective. 

During this same period (early 1970's) new policy was 
being generated to serveas enforcement for regaining Congres- 
me mal control over the "uncontrollable" elements in the 
mmeget without necessarily cutting popular programs. OMB 
GCrrcular A7/6 (Ref. 41] made it the policy of the government 
Memcely On the private sector for such goods as are commer- 
Galilly available. Circular A-76 was not taken seriously 
Mrerl after Circular A-109 became executive policy in April 
Meo. Circular A-109 advocates a "Systems approach" 
emphasizing high-level approval of an agency's need prior to 
M@iemeimitiation of system development and production. Circu- 
Bar A-76 was re-emphasized, stating specific goals for the 
Memes Of activities to be contracted out, proportion of in- 
house versus out-house activities, and comparison standards 


for judging in-house versus oOut-house performance. 
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MimeeGilze ana COntent of the defense budget is largely 
determined by the President's budget. OMB is a staff arm 
of the President to assist in the preparation of the budget, 
Me oervise and control budget execution and to evaluate 
Federal program performance. A special relationship exists 
for DOD in that budget estimates are reviewed jointly by 
OMB and DOD while all other agencies present their budgets 
for review by OMB and decision by the President. 

Peewee Strict application Of the OMB Circulars, 
mmenexecutive branch (which largely controls the size of the 
Pmaget and the military mission emphasis) can also control 
Memeecne budget portion spent in the private sector (Circular 
M76) and (2) the rate at which major procurements are ini- 
Peeeted (Circular A-109). 

eeececieedt A109 S application iS minimal to the appropria- 
mmems bill (creation of obligational authority), the authori- 
M@emeton act (giving authority to purchase when Congress makes 
dollars available), and apportionment (allocation at the 
Soency level) except for the interest in the total dollars 
fmeeetable for major systems procurement. The FY-1978 Authori- 
meeemon Bill (HR 5970) differs from the Appropriations Bill 
Mee 79388) cauSing one of the few DOD designated A-109 pro- 
Seems (SIRCS) to receive opposing management directions, as 
discussed later in Section VI. 

mon lice ly ehat DOD wili try to narrow the number of 
[mooi On categoreis to provide for transfer and reprogramming 
flexibility when apportionment is by mission areas. The 


Pemea Service Committess, however, will probably continue to 
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Mmisase On a heavy line item breakdown of each misSion area 
Eieomect SO that they can continue to micromanage. There. is 
some validity in their approach as detailed mission area 
budgeting tends to break down service rivalry and redundancy. 

Mepeogsamming ts aemOn-Statutory, low visibility budget 
meeavyitcy which does not involve OMB. Recent requirements on 
meammicred reprogramming approval, reporting and thresholds 
Might eventually lead to the application of Circular A-109 
Zomeceprogramming. However, the recent reprogramming activity 
of the Senate Armed Services Committee allowed new program 
Starts that were solution-oriented as opposed to needs- 
Oriented. Even though the Senate Armed Services Committee 
reoriented its Fiscal 1978 budget hearing format toward a 
MestOn approach, this year Circular A-109 does not appear 
to be applied to reprogramming in FY-1978. Yet, the Senate 
Peemed Services Committee Chairman, Senator John L. McClellan, 
[emla appear to be a proponent of Circular A-109, as shown 
in Appendix H. 

mre DOD Planning, Programming and Budgeting Ssytem (PPBS) 
was the alternate to the massive reorganization of DOD by 
President Kennedy. PPBS is considered to be the rational 
meerOach to conducting DOD business - as opposed to the 
Memmeercal Or Organizational approach [{Ref. 42]. Circular 
A-109 is intended to improve the PPBS process by increasing 
Smeeecarly program efforts (such as requirements definition 
paemaiternatives tradeoffs). 

However, the incremental nature of the government budget- 


ing has prevented widespread acceptance of PPBS [Ref. 43], 


Hele 





eee prcular A-109 will probably be confronted by a similar 
unwillingness to make major changes. 

Wildavsky argues "we have to be prepared to accept the 
Perret ey eencarerPres lacks necessary as well as sufficient 
Pemmatt:ons, that its disabilities occur not merely in pro- 
Gram implementation but in policy design that, in a word, 
Meseaetects are defects in principle, not in execution.... 
Mees Sacrifices the rationality of ends to the rationality 
of means; that is why seemingly rationale procedures produce 
Merational results" [Ref. 44]. 

Serecular A-1O09 strikes at the heart of this criticism of 
PPBS "...Federal Agencies, when acquiring major systems, 
wen) 1: 


a) Express needs and program objectives in mission 
= EnismeanamiOusegudpment terms (solutions). 


b) Place emphasis on the initial activities of the 
Soe cieaequdcltiloneprocess tO allow competitive 
exploration of alternatives. 

e) Communicate with Congress early in the system by 
relating major systems acquisition (MSA) programs 


EQecgqency Mission needs. 


d) Moet icoWwme leat lines Ob authority, responsibility, 
SiGmccecounea oul try £or Management Of MSA programs. 


e ) Designate a Focal point responsible for integrat- 
ing and unifying the system acquisition management 


process and monitoring policy implementation. 


it) Relywon, PSivate Industry in accordance with the 
Poeeymosotaulasmwed By OMB Circular No. A=/76" [Rer. 1]. 


Note the primary requirement to state mission needs and 
Siayectives in mission terms. 
Issues '78, Perspectives on FY-78 Budget, states the 


foo Or OMB Cireular A-113 as “integrating individual 


te 





Mepertment and agency Management plans into the Federal Bud- 
memorocess.”’ Circular A-113 contained three substantially 
new elements which have been incorporated into department 
and agency management plans [Ref. 45]: 
-A mission statement specifying agency missions and 
relating them to missions of other agencies and 


departments. 


-An evaluation review statement calling for program 
reviews to the budget cycle. 


-A comprehensive management plan (goals, objectives 
picesippOorlLimng activities) to achieve short-run 
Sojyvectives and overall goals. 

The integration of management review of an agency's opera- 
tions and activities with budgetary review of its regquested 
Funds for future years is a major governmental change. 

While preceding discussion concerned the intended de- 
Vices to identify needs and promote wise expenditure, the 
executive budget enforcement and control technique is Zero 
mesea Budgeting (ZBB). Peter Pyhrr, who is a principal pro- 
Mmement Of ZBB, defines it as [Ref. 46}: 

"An operating, planning and budgetary process which 

requires each manager to justify his entire budget 

Bequest in detail, and shifts the burden of proof 

mo each manager to justify why he should spend the 

Mmemey. This procedure requires that all activities 

and operations be identified in decision packages 

which will be evaluated and ranked in order of 
importance by systematic analysis." 

The President can change the procedural documents like 
Sieemecarciular A-ll [Ref. 47] and implement ZBB through OMB 
Mimebetin //-9 [Ref. 48] without Congressional approval. 
Seeeeular A-1ll provides guidance to all Executive Agencies 


On how to put their Fiscal Year 1979 budget requests together 


including instructions reflecting both ZBB and mission 
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budgeting doctrine. As the Honorable Lester Fettig, OFPP 
Administrator, has stated [Ref. 49], 


"A-11 links 2ZB and Mission budgeting in a most cogent 
mashion." 


However, as it has been applied in three states, ZBB 
would be primarily a management tool for program operators 
eCongress and executive agency heads) rather than a policy 
process for the Chief Executive. In this sense, ZBB is 
Oriented toward management rather than policy-making. The 
common objectives and expectations fer ZBB include: 

Seational budget cuts 

mecetes budget Support information 


-provide top management with better insight into 
detailed organizational workings 


mEQeus Oh Organizational objectives 


Smee gration of budgeting and operational management 
rad Contre | 


Z2BB clearly can be a powerful tool to allow the Congress 
Bemgain a measure of control over federal spending. It 1s 
not entirely clear whether the Executive Branch or the 
Bemgress would gain more power from the use of ZBB. 

Peahonwseudget ing, In COmpb#¢natlon with Circular A~-109, 
Meee not only have a profound effect on whether systems re- 
Mearch, development and production funding requests are 
mmee-oved but also holds the promise of major improvements 
Pemecnie acquisition of major systems. As GAO pointed out in 
meee? «July 1977 report, “Mission Budgeting" (Ref. 50}, con- 
Beeeming research and development programs, “the concept has 


meomicticant potential for: 
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-"Helping the President and Federal Agencies formulate 
budgets according to end purposes, needs and priorities; 


-"Strengthening Congressional policy review and 
program oversight; 


Zewehtheving greater public accountability in the use 
of Federal funds; 


merProvrLaing One budget system oriented to both 
Executive and Congressional needs; 


moc bariczying Mission responsibilities of the Federal 
Agencies and keeping them relevant to national policies 
and needs; 


meserving aS a Structural foundation for 'zero-base' 
mmole suMmSee’ , t.e€., kill the program or even the agency, 
reviews as well as governmental reorganization.” 


Figures 7, 8, and 9 illustrate how GAO envisions Mission 


meegeting will affect programs within DOD [Ref. 49]. 
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CONVERTING TO A MISSION APPROACH 
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Figure 7, using the mission approach, shows how a typi- 
cal budget request would be broken down into missions, mis- 
Sion areas, mission needs and finally to different projects 
Meeehin a progran. 

mamreguctes Go and 9, the current approach of traditional 
DOD budgets is contrasted with the Mission approach proposed 
Peemecircular A-109. 

Many OMB circulars and implementing directives are com- 
Paton to the Circular A-109. This theme is being approached 
Maem Many directions, the main theme being, in the author's 
momniton, we have got to straighten up our act and show we 
Bemeconduct a meaningful acquisition process before constit- 
uent pressure becomes directly opposed as to how we spend 
imme tax dollars. 

A joint House-Senate Conference Report on Defense appro- 
Mreeatcions for Fiscal Year 1978"emphasized that the Depart- 
ment of Defense should adhere to OMB Circular A-109, and 
Mmememre funding of new programs will be contingent on compli- 
mec” [{Ref. S51]. Miaerrea —Paetkrich, Assistant Administrator 
memo ystem Acquisition, OFPP, stated in Ref. 52, "Right at 


the leading edge of A-109 is Mission Budgeting." 


Be POTENTIAL PROBLEM AREAS FOR CIRCULAR A-109 

With any new innovative policy comes new problems which, 
1£f not recognized and controlled, can deter what would other- 
Meese be Significant and important changes. The Major System 
development process within the Executive Branch operates an 


environment containing unique problems. It is within these 
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meeroeemeareds that Circular A-109 must operate if implementa- 
meen is to be successful. 

A unique problem area for Circular A-109 implementation 
Fes the Federal agencies is the budgeting environment involv- 
ing Congress. Congressmen, accustomed to looking only at 
meget line items of projects in which they have a special 
Interest, are going to have to step back and evaluate whether 
Beemnot whole programs are worth doing. This preoccupation 
with budget line items combined with large volumes of justi- 
MmmeetlOn data containing technical details has involved Con- 
gress in micromanagement of individual programs. Wives Gesu kt 
has been a Congressional distraction away from more funda- 
mental mission need problems and issues. in serrtect.e. thre 
maek end of the problem has been studied to death while the 
Front end has been largely ignored" [Ref. 49]. 

Pepe chere are Signs that Congress is in the process of 
Meeepting Circular A-109. Semacrcoseonneicelellan, Chairman 
of the Senate Armed Services Committee, has already requested 
and received a detailed report from DOD on some 32 DOD 
femmor system acgquiSition programs and their Circular A-109 
implementation status, as given in Appendix H. Senator 
Lawton Chiles has made it clear that he will support programs 
meme £LOllOw Circular A-109 principles and intends "to take 
Geeeunm at any which don't." As discussed earlier, GAO has 
feeeecad that Circular A-109 has the effect of law unless coun- 
Seemanded or a program by program basis by Congress. As 


Beecular A-109 advocates on Capital Hill are beginning to 
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make clear, the only way their colleagues can by-pass Circu- 
meres -109 philosophies on specific programs is to pass a 
Mawerequiring the exception each time, and “They can't keep 
Meemg that to us forever" [Ref. 53]. 

The Executive agencies, themselves, will also have to re- 
Orient their budget requests and reviews from line items to 
Mission areas. The initial reaction from the agencies ranged 
mem, “That's not applicable to us," to "We already do that." 
Memeiersading to Mr. Fred Dietrich, OFPP, as the Fiscal 1979 
mecet requests are submitted to OMB, agencies which do not 
mene Circular A-109 applies are going to find out that it 
does and program managers who think they already follow Cir- 
memear A-109 though in different form are going to find out 
Grey do not. Some key agency officials who have not made up 
terre Minds about Circular A-109 are going to learn they must 
memoly 1f their programs are to be funded. OMB budget 
examiners will be working closely with OFPP to assure com- 
Meerance with Circular A-109. Senator Lawton Chiles has 
Merced [Ref. 49]: 

megencies Eraditionally have come in only to justify 

Pimcellars. | NObOdy comes back to justify the first 

dollar. That 1S what zero-based budgeting will re- 

quire. Pc imchowmiOveyvOundo® that properly unless 

meme already know what the mission is. And, in the 

present line-item budget approach to the budget, you 

Meme get those mission descriptions." 

Me. Lester Fettig has commented, "A-109 can't force re- 
Meem in system acquisition thinking. It has come from the 
Beget Reform Act, from mission oriented budgeting. The 


@eencies have to begin to orient their thinking to mission 


Memes at the R and D stage" [Ref. 54]. 
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mower souaGgeting problem is that Circular A-109 compli- 
mae cequires a fiscal commitment to a program before the 
System hardware is defined. In the front-end (prior to key 
Peesaion point 3) of the life-cycle of a program, proprietary 
information of competing concept system designs limits dis- 
mmesure of those concepts and hardware which in turn causes 
Seeeeerculty for agencies and program managers in justifying 
peereaefending their budgets. Program managers will have to 
resist the pressure to make a premature commitment among the 
memeept alternatives in return for a commitment in funds for 
mimes program. The Commission on Government Procurement 
/eeGr) recognized this problem when it stated [Ref. 2]: 

memexplore different system concepts and introduce 

a competitive development requires R&D money of a 

scale uSually not made available until a decision 

has been reached that a given system approach should 

memepursued, something of a paradox. 
men proprietary nature of the source selection process from 
Che first Request for Proposal (RFP) to the selection of a 
Single producer is necessary in order to avoid inadvertent 
technical transfusion of system designs and unwanted solu- 
mirons. Pimeoraer eo. tbealizge the long term benefits of the 
Circular A-109 approach, program managers must resist the 
Pressures for a premature commitment to saleable but non- 
Meole Systems. The long term benefits of competition will 
Memmpeeeficult to quantify in requesting funding in the near 
term. 

Baring the early life cycle phases, particularly the 


Exploration of Alternatives Systems, a closer government and 


Meaustry liaison is required under Circular A-109. This 


8Q 


[maison must be controlled to prevent inadvertent slips of 
M—~eGrMmMation that could result in technical transfusion of 
design feature and could also give unfair advantage to one 
mmemoare Of the competing contractors. The transfer of 
meehnnology base knowledge to contractors during the Explora- 
tion of Alternatives Phase will require larger amounts of 
Government Furnished Information (GFI) which may result in 
meet ional cost for the program. 

Pee ctreular A=-09, the prohibition of technical trans- 
mreton particularly in the Exploration of Alternatives Phase 
may cause an increase in time and resources spent in the 
Meenc—-end source selection. The parallel competition and 
the periodic source selections will create a continuous 
meece Selection process. Each decision to continue or drop 
peeoompeting contractor will become a source selection deci- 
om. For major system programs, such decisions will have 
femermpoortant impact on the competing contractors. This may 
Meme cCOUnter-productive effect of Circular A-109 with con- 
mee tOrs minimizing exploration of alternative concepts be- 
cause of the time, expense and effort associated with the 
source selection process. 

The exploration of alternative concepts may likely in- 
Mease the research and development (R&D) cost for a major 
Meeeeem Drogram. Circular A-109 requires an expanded front- 
Sma erfort. Without adequate budgetary support, the base of 
Seeeerenative concepts will be artificially constrained, forc- 


gerd limit in the number of concept study contracts awarded. 
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feemeonly will the government have to reorient its R and D 
Pees tructure, but the manner and level with which contrac- 
tors expend independent research and development (IR&D) funds 
may have to be reorganized. The internal funding of con- 
tractors for the front-end competition must be rechanneled 
in response to the required documented studies of mission 
Meed. The traditional arrangements of cost-sharing of 
front-end processes by the contractor must be revamped. 

ives Lester Fettig, Administrator for OFPP, ina recent 
interview [Ref. 54] challenged the notion that there is a 
Mepeential problem of increased cost and time in the front 
eameeof a Major system program complying with Circular A-109. 
feeerettig contends that the funds for the increased front- 
end requirements of Circular A-109 have always been and are 
presently available to the programs. He argues that the 
money is now hidden in the present contracts and that what 
Mepecular A-109 proposes 1s tO more clearly identify those 
Memas as R and D monies. In response to Circular A-109 
Meme nhening of the life cycle, Mr. Fettig maintains that the 
Mmew activities have always gone on but in an undisciplined, 
Mmoeructured manner. Circular A=-109 will structure the pro- 
Seaure and will allow competition to be the pacing factor in 
the front-end process and the total life cycle to be short- 
ened. 

One potential problem for which program managers must be 
etlert is to ensure innovation in response to the concept 


proposals. Pi mrataliaOhnalmecOnikracter approach of proposing 
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the more marketable "Give the customer what he wants," in- 
stead "what he needs" must be discouraged. Riso 7 Conmtrac= 
meeeewitch a solution looking for a need" must be controlled. 
Piinailly, Cirewlar A-1LO9 has a potential problem of estab- 
Meaning too tight cost bounds prior to hardware definitions. 
Circular A-109 requires that program cost objectives be in- 
peeacded in the initial mission need solicitation. The number 
of units to be produced is one of the most significant deter- 
Mmmanes OL the total program cost and this determinant is 
Meet likely unknown to the program manager during the initial 
Mmerese Of the program. Without hardware definition, a pro- 
Meememanager can only talk about affordability projections 
Mere ad required capability. Full implementation of Circular 
A-109 and a re-orientation to mission area budgeting should 
Mike allocation c£ resources based on a mission capability 


mmeeaccepted practice. 
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uO DEPARTMENT OF DEFENSE IMPLEMENTATION 
OF CIRCULAR A~-109 

Tm this section, the imapct of the issuance of key DOD 
fee y documents in compliance with Circular A-109 is exam- 
Meeenmim pareitcular, DOD Directives 5000.1 [Ref. 5}, 5000.2 
Beemmeoleedid 500.50 [Ret. 7]. The resulting DOD policy and 
Bmgoanization changes to the Major System Acquisition process 
are analyzed, especially the creation of the Defense Acquisi- 
Mmmeonm Executive, the changes to the front-end of the Major 
System Acquisition Life Cycle and the decentralization in 
decision making. The status of DOD implementation is inves- 
Mmeracted through discussions of DOD's submission of implemen- 
meron Dplan to OMB/OFPP, a brief look at DOD components' 
Peeeparation Of internal policies and procedures and explora- 


mmon Of Congressional interest in DOD implementation. 


cx far PERSONNEL AND POLICY DOCUMENTS 

OMB Circular A-1l09 has made a major policy impact on DOD 
memeene area of material acquisition. DOD has a key leader- 
Ship role in the Federal agencies' implementation of Circu- 
lar A-109. DOD was the first Federal agency to submit Cir- 
meee A-1O9 implementation plans to OMB/OFPP in August 1976. 
During the formulation of Circular A-109, there was extensive 
interaction between OFPP and DOD, particularly the Director 
Defense Research and Engineering (DDR&E) regarding system 


Sci tion format and structure {Ref. 3]. This interaction 
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Pomtinued after the issuance of Circular A-109 with the re- 
Peeeerng of key DOD policy documents. Circular A-109 has re- 
GCeived top level DOD attention and implementation has con- 
Peued with the change in the Administration in January 1977 
and the subsequent reorganization and reassignments within 
BOD . 

The Honorable Jacques S. Gansler, Deputy Assistant Secre- 
Mmmey Of Defense (Material Acquisition), has stated ina re- 
Meme article [Ref. 55]: 


"About 70 percent of our total weapon system 
@equisition and support costs are essentially 
determined during the conceptual stages of equip- 
ment development. Because of this it is impera- 
tive that the necessary kind of attention be 
meoused at the Eront end of the process, to reduce 
maownhnstream costs‘... 


mie@re attention is being given to the initial 
Seages Of the acquisition process. As directed 

my OMB Circular A-109, entitled 'Major System 
Acquisitions,' the mission need is evaluated more 
Szitically and a wider range of available tech- 
mologles tO meet that need, quickly and efficiently 
mere mconstdered both In terms of performance and 
Imife—-cycle costs... 


Mipesecarically, the length of the acquisition cycle 
Wes Deen perturbated by two things - first, dis- 
agreement on what 1S wanted, and second, the ten- 
Maine yscomoluenoQrt a larger technological chunk than 
we are capable of digesting. Cirewlak A-LOS ftorces 
us to resolve the first item, and Secretary Brown's 
Becent polciy statements emphasizing simplicity and 
reliability as weapon goals requires us to face 
Squarely the second. Given these two steps, the 
decision process must be revised to take advantage 
Se the potential for more rapid developments." 


Even though some delay has been experienced in complet- 
Migeactions at the component (Service) level, new policies 
Meee initiation of new programs are now in effect. MThere 
have been three key DOD policy documents issued that imple- 


Memt Circular A-109. 





[me nmEtrsSt Of thesSe documents is DOD Directive 5000.30, 
Mpemense Acquisition Executive", (Ref. 7] which was issued on 
mmgmst 20, 1976. This document establishes the new organi- 
meeronal position within the Office of the Secretary of De- 
mrmse (OSD) of Defense Acquisition Executive (DAE). The DAE, 
Meeseussed later in this section, iS now the principal advisor 
mmoeestatft assistant to the Secretary of Defense (SECDEF) for 
the acquisition of defense systems. 

mine sHonorable Dale W. Chureh, Deputy Under Secretary of 
Defense (Acquisition Policy) stated the following in an 
Siomress at the U. S. Naval Postgraduate School [Ref. 56]: 


Mmreye reorganization of the Office of the Secretary of 
Defense now being implemented...was motivated to a 
large extent by the policy promulgated in OMB 

@e-rcular A-109 which among other things directs 
executive departments and agencies to concentrate 
Mejor responsibility for systems acquisition under 
mecenigie departmental authority or acquisition for 

DOD research, engineering and acquisition activities 
has been consolidated under an Under Secretary of 
Defense for Research and Engineering and the incumbent, 
Dr. William Perry, has been designated the DOD Acquisi- 
immeon Executive. WOmecaGan Bowens EUNCELONS, Dr. Perry 
has given each of his Deputy Under Secretaries the 
Poet lomal responsibility tor the production phase of 
weapon systems acquiSitions, thereby integrating with 
the research and development function those specific 
BEe@GWUcrtlOGn activities previously carried out in the 
[ee tb Organization. My position as the Deputy Under 
meeretary £or Acguisition Policy was created to con- 
femeradate all of the acquisition policy functions, 
Mieluaing pDrOecuremMent, production and standardization 
--.-Ll believe the close relationships created by this 
reorganization among all the elements involved in 
acquisition at the OSD level will have a positive 
impact throughout the Department of Defense and 
defense industry." 


MmensecOnd and third key documents were approved by for- 
mer Deputy Secretary of Defense William P. Clements on 


Menuary 18, 1977. P©Gpeba seater ve SO000:1, “Major System 


meguisitiens” {Ref. 3], redefines a major system and estab- 
lishes the major milestones and phases of defense acquisi- 
tion systems. DOD Directive 5000.2, "Major System Acquisi- 
tion Process" [{Ref. 6] establishes the Mission Element Need 
Statement (MENS) and the Decision Coordinating Paper (DCP) 
memthne decision recording documents. DOD Dre ectinre> 5000.2 
also re-establishes the Defense Systems Acquisition Review 
Council (DSARC), and in certain cases the (Service) Systems 
Acquisition Review Council (S) (SARC), as the decision review 
moady . 

These key DOD documents replace the previous DOD Direc- 


mee 5000.1, “Acquisition of Major Defense Systems," December 
ee oe pO Tnstruction SO0O00.2, “DOD DCP and DSARC", 
emma y 2L, 1975 and DOD Directive 5000.25, “"DSARC", January 


me 19/5. 


EB. SeaNnGss TO THE DEPARTMENT OF DEFENSE 
SEeev@ortThON POLECIES AND PROCEDURES 


The major impact of principal changes in the new key DOD 
Directives has been in three areas of the DOD Major System 
Acquisition process. These three areas are: 


=-New organizational positions and roles with the 
Sataolishment Of Ehe Defense Acquisition Executive 
and the clarification of the program manager's 
Pine t 1 On . 


BResStcucturing the "Front-end" of the DOD Acquisi- 
Brom Gite Cyele with the requirement that needs 
rather than hardware systems be identified at the 
start of a new acquisition system by means of the 
MENS. 


-Movement toward decentralization of decision-making 


ey ene eseanlishment of (Service) System Acquisition 
Review GOuncils (S) (SARC). 
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1. New Organizational Positions and Roles 
Themerrstearea Of principal change is in 
mempezatlonal positions and roles. DOD Directive 
[Ref. 7] establishes the charter for the Defense 


Executive (DAE). The DAE has a key DOD position 


Ehewnew Or= 
5.000 ;3 0 
ACQGuLSI tion 


ao ene 4 bes n= 


Spal advisor and staff assistant to the SECDEF for the 


acquisition of defense systems and equipment. The DAE is 


the focal point in management of the Major System Acquisi- 


mom process and performs the following functions: 


(1) Integrates and unifies the management process, 


policies and procedures for defense system acquisi- 


El Ome 


2) Monitors the implementation of the policies and 


DPeacmneces Inv OFeY Circular A-109 and in the system 


Gere ote hou policies Of the SECDEF. 


(3) Coordinates the development of acquisition invest- 


Mento Lannang £Or the DOD to assure the continuity 


of decisions among various life cycle phases, 


(4) Sioiavesc ess Chairman Of the DSARC. 


e5) Advises the SECDEF on the timing of program manager 


assignment, on the adequacy of the program manage- 


Welle SERUCtUYe and On the qg<uality of the program 


management achieved. 


Moeaddaition, the DAE: 


1) Maemacinatwesmene ACLELONS OF the various OSD offices 


BiemeenGy carey Out thelr assigned responsibilities 


in major weapon syStem acquisition. 
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2) GeocdinatessactLons With the DOD Components that 
have collateral or related functions. 

oumeeMaintadins active liaison for the exchange of in- 
FOrmation and advice with the DOD Components. 

(4) Gonsiuees wien the Joint Chief of Staff on the in- 
Pender LonwOrnsysStem acGulsition with operational 
strategy. 

(5) Maintains active liaison with the OFPP in matters 
Soncermunde system acquisltion policy. 

(6) Promotes the maintenance of active liaison with 
appropriate R&D, system design, procurement, logis- 
tic and environmental service agencies outside the 
BOD eeNcliding pPYivate business, educational or 
research institutions or other agencies of the 
WOovernmentc. 

Previous —torcircular A=-109, neither DOD nor the Ser- 
Vices had an acquisition executive. The responsibility for 
Mering policy and monitoring acquisition programs had been 
Split between the technical, logistics and business functions 
memo DOD and individual Service levels. This split in 
authority between the R&D and procurement policy staff func- 
meons made it difficult to correlate changes in acquisition 
Policies, monitor implementation of the separate policies, 
Or determine the ultimate results of the policies. 

Before, the Director, Defense Research and Engineer- 
ing, (DDR&E) developed overall acquisition policies and the 


Assistant Secretary of Defense (Installations and Logistics), 


eye, 





Peepers) ), issued policy in the form of regulations. These 
meagulations set policy for all DOD procurement including 

Bome aspects of major system contracting. The acquisition 
policy for program implementation was split between ASPR and 
Meme directives and this split existed in the monitoring and 
the DSARC decision process. DDR&E chaired DSARC I and II and 
Pee &h) was the chairman of DSARC III. As a result of this 
eert, the problem of discontinuity existed and there was 
duplication of responsibilities, layering and management 
overstaffing which occur below the top levels of DOD and Ser- 
memee Components. 

The establishment of the DAE to have overall responsi- 
femme y £Or coordination cf acquisition policy should act to 
Unify the DDR&E and ASD(I&L) roles in the acquisition process. 

imac sBeC DET “desiqnated Drs William J. Perry, then 
Director, Defense Research and Engineering (DDR&E), as the 
DAT . 

Although the Program Manager's organizational position 
[mes not been changed, his function and authority has been 
Beecher strengthened through restatement in the new Direc- 
tives. The Program Manager retains a key management role 
in DOD. Assignment of the Program Manager is now required 
Semeoe made following the first SECDEF decision point (Mile- 
Peeeme O). The tenure for a Program Manager is more expli- 
Seely stated. For example, following his assignment at the 
Mest SECDEF decision point, the Program Manager shall not 


Memem@ally be relieved until after the second SECDEF decision 
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Meme. The varying talents required of a Program Manager 

for different program phases are now called for in the con- 
Sideration and selection of Program Managers. The impact 

of the line and staff elements upon the Program Manager has 
been discussed before in the Acquisition Advisory Group 

(AAG) Report [Ref. 57], the Army and the Navy Material Ac- 
quisition Review Committees (AMARC & NMARC) [Refs. 16 and 17]. 
The restatement of the Program Manager's function and author- 
ity in the new Directives is to reduce the program perturba- 
tions by line and staff elements at whatever level they re- 
mae. Now decisions by line officials above the Program 
Manager that direct or cause program changes must be docu- 
mented. This could prove to be one of the more controversial 
changes in the new Directives. 

The new Directives also call for a change in the tra- 
metonal Organizational roles. A simplified interpretation 
Seeche redefinition of the roles of the various organizations 
Involved in the DOD Major Systems Acquisition process is 
Given in Figure 10. The DOD components (Services) must re- 
Orient their traditional roles as product or hardware advo- 
Meeees and begin to identify and articulate needs based upon 
Mees iOn deficiencies. This will be a significant change for 
PmemoervVices and their solution-oriented organizations. 

The government laboratories have traditionally been 
mivolved in defining hardware solutions to be produced by in- 
ems try . Now the laboratories are tasked to develop and 
[etiteain a technology base in support of their service's 


missions and are also assigned the responsibility of 
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Moststlng in the evaluation of system alternatives to be pro- 
meeed by industry. The OSD, instead of merely approving or 
Psapp roving specific hardware solutions, will now review 
and approve the basic mission needs as well at each key deci- 
Sion point (Milestone). 

As discussed in Section III, the Congressional role 
Semra Shift from the micromanagement of specific program 
through detail review of individual budget line items to the 
Meet Order Lunction of authorization and appropriation of 
Paget requests On an agency need basis; involving Congress 
with the threat, mission deficiencies and program purpose 
Meo goals. Industry, instead of being constrained to respond 
to rigid hardware specifications, will now be asked to re- 
Spond to a broad statement of mission need. The alternative 
system design concept responses of the competing industry 
memmeractors will be evaluated to identify those solutions 
tnat satisfy the approved mission need. The improvements 
Mamethne DOD Major System Acquisition process called for by 
Meeecular A-109 can not occur without implementation of these 
Megerinitions of organizational roles. 

2, ReceEUecnrur tung) Of the Front-End Process 

The second major area of change resulting from the 
issuance of the new DOD Directives implementing Circular 
femeog 1s the restructuring of the "front-end" of the DOD 
mepor System Acquisition process. As Mr. Dale Church stated 
MoeRef. 56: 


Meme Or Our DOD policies and actions to improve the 
acquisition process...we are giving much more attention 
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Hom rmemetcomttwena Ge the acquisition process. As 
deewecteds Dy OMB Circular A-109, the mission needs 

are being defined and evaluated more critically, 

and a wider range of technologies to meet that need, 
Bunekliy wand GfrrEiciently—-—-both in terms of performance 
and cost are being considered. At the Same time, 
SectonmanaslogGistloe SUppOrt planning which will per- 
DiswiicmiTomorliigadegquiscttlon and Life cycle costs into 
more affordable bounds are being thoroughly reviewed. 
Because the major portion of our total weapon system 
BeguislteLon and SUppert costs are essentially deter- 
imened during the conceptual stages of the acquisition 
aprocess, I believe that this new thrust in evaluat- 
[mg troOnt end tradeoffs will correct a number of 
meoolems that have historically plagued us. Properly 
Bollowed, the process can prevent acquisition of ill 
defined systems, minimize inaccuracies in cost and 
Schedule estimates, and reduce operation and support 
costs as systems are fielded." 


iiemareca Of major change in DOD covers activities prior to 
Full-Scale Engineering Development Phase. The new DOD 
Bmerectives add a new SECDEF decision point, Milestone 0, 
Mere program initiation. The four key agency head decision 
POints called for in Circular A-109 have now been incor- 
Memeated as the four key SECDEF decision points called for 


in the new DOD Directives and are presented in Table III. 


freon, fle 


Circular A-109 S2GDEr 
Decision Points Deecrston L2oLlnts Designation 


Milestone 0 Program 
Mite ate ton 
Milestone I Demonstration 
(DSARC I) andeevalLvdatlon 


Milestone II puesto ca le 
CESAR It) Engineering 
Development 


Milestone III Production and 
(DSARC 111) Deployment 
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Minesomiour key SECDEF decision points are overlaid 
mamethe Circular A-109 Major System Acquisition Cycle in 
Beegure ll, [{Ref. 4]. 

The Pre~-Milestone 0 activities are concerned with 
Mission area analysis in the various segments of the Defense 
mession. This evaluation may be a service initiative as a 
result of a perceived deficiency or threat or may be reques- 
ted by SECDEF. The analysis of the mission areas will 
identify mission needs and state those needs in terms of 
Operational tasks to be accomplished rather than in terms 
Mememardware performance or characteristics. After this 
analysis identifies a mission element need, the service 
will prepare the Milestone 0 decision recording document, 

a Mission Element Need Statement (MENS). 

The MENS is a new document for DOD, established in 
mmemmew DOD Directive 5000.2, and corresponds directly with 
Circular A-109's Mission Need Statement. The MENS, limited 
Mmomeren pages, is used to describe a mission and justify the 
Ma@ttiation of a new Major System Acquisition. 

BeESt, the MENS presents mission information by 
identifying the mission area, by describing the need and 
Mission element in terms of the job to be done in a speci- 
Mmemecime period, and by defining the threat situation in- 
Cluding quantified threat data in types, numbers and capa- 
MmeeetesS and source of intelligence information. Second, 
PmemexiSting DOD capabilities to accomplish the mission are 


Seemoeuated, not from a Single service view, but from a 
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aenmary Of DOD and allied capability. Also, the cost to 
@cquire and Operate the existing DOD capability is included. 

Third, the assessment of the mission need is pre- 
sented in terms of a deficiency in the existing capability, 
muecOoyected physical obsolescence or a technological or cost 
Sayings Opportunity. Next, the known constraints are stated 
femmeiiey apply to any alternative solutions including cost 
limits placed on investment to acquire the solution needed 
Meet a Cost estimate), limits placed on operating cost over 
Memes lice of the system, operational and logistics considera~ 
tions, manpower factors, requirements for NATO standardiza- 
tion and interoperability, and timing of need (all of which 
meeercOnsidered as boundary conditions for the exploration of 
acceptable solutions). Then, the impact of staying with the 
Meeeisent capability and not acquiring a new solution is 
Mersessed from operational, logistics and cost points of view. 

Hamat inet nceMENS, scene program plan to identity 
and explore competitive alternative systems extending through 
to Milestone I is provided. This plan includes the assign- 
ment of the Program Manager, establishing whether the system 
Meeogram office will be single or joint service, the projected 
program manpower, funding and schedule through to Milestone 
feene approach to solicitation for alternative design con-~ 
Memes and to contracting, and the potential areas of technology 
Meme be explored, if known. 

A proposed Mission Element Need Statement outline 


is presented in Appendix I. 
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The Milestone 0 decision point is reached with the 
submission by the Services of the MENS to SECDEF. Milestone 
fmetctivicies do not involve a DSARC review. Rather, the 
Service Secretary, working through the Defense Acquisition 
Beecutive (DAE), coordinates with the OSD staff and the 
Meemce Of the Joint Chiefs of Staff (OJCS) and submits a 
Beerdinated package containing the MENS, OSD comments and 
mmo oOosed action memorandum to the SECDEF for approval. 
Memeotraer for the program to proceed further, the SECDEF must 
approve the mission need and the reconciliation of this need 
Memen existing DOD capabilities, priorities and resources. 

[more SECDEF also establishes program constraints at this time. 
Mme SECDEF'sS approval of the MENS gives direction to one or 
more services to proceed with the identification and explora- 
tion of alternative systems to respond to the need outlined 
meche MENS. 

Immediately following the SECDEF's approval of the 
MENS at Milestone 0, the Conceptual Phase is entered and 
the Services will assign a Program Manager who will then de- 
Merop the program's acquisition strategy. The Program 
Memmager will conduct a broad base competition for alternative 
Someept solutions in response to the mission need. Due Eig 
S@emsOlicitation segment of the Conceptual Phase, competent 
miaustry and educational institutions will identify and ex- 
Meeerre SOlution concepts througn the use of parallel, short- 
Meom system design concept contracts. During the evaluation 


Segment of the Conceptual Pnase, government in-house 


a3 





technical organizations (such as government laboratories) 
Will analyze the candidate solution responses and their 
characteristics, such as estimated cost, schedule, perform- 
ance and support parameters and concepts. Upon selection 
Sa the preferred alternative design concepts and competing 
Memtractors by the Source Selection Evaluation Board, the 
Decision Coordinating Paper (DCP) is prepared by the Ser- 
vices and coordinated with the DAE and OSD. The detailed 
Menmcents of a DCP iS given in Ref. 6. AS stated by Mr. 
Mele Church in Ref. 56: 


"The new source selection directive is a major step 
toward improving our way of doing business with in- 
Gustryewhite Powering the cost of acquisition and 
Ownership. It directs that development awards will 
be made based upon the inherent production and sup- 
Meme COsts OL the oroposed system-=not primarily on 
Pic proposed development program cost. Thesdirective 
recognizes that even though we in the Department of 
Derense have the responsibility to provide the ‘'re- 
quirements' framework for our new systems, industry's 
hands can't be tied if we truly want lower cost sys- 
tems. Thererore we encourage contract change recom- 
mendations (even during the bidding process) if they 
are cost effective. The new source selection direc- 
tive also establishes a test of the four-step source 
Selection process which is designed to improve the 
e@uality Of the process and £0 eliminate or reduce 
Beecham technical leveling, buy-ins and auctioning. 
Seventeen service programs are being used in this 
test which is scheduled for completion by 31 December 
mor 7." 


SnicgewenewlDeP nas been prepared and submitted, the 
Peebestone I (Demonstration and Validation) decision point 
is reached. The program review process begins with an 
Secaluation of the DCP by the Service System Acquisition 
Review Council ((S)SARC) and the Service Secretary. aa 
agreement is reached, the DCP is sent to the Defense System 


Megquisition Review Council (DSARC) for review and referral 
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MemeshebEr if so designated. One change to the DSARC I pro- 
cedure is the recommendation made by the DSARC as to whether 
the DSARC should SOmemnue BO review the program at future 
Malestones or whether the (S)SARC should act for the DSARC. 
The results and recommendations of the DSARC are then for- 
Mmeraed to the SECDEF. If SECDEF is in agreement with the 
BoeARC finding, he reaffirms the mission need and signs the 
Meme giving the Service(s) approval to carry the program in- 
to the Demonstration and Validation Phase. 

During the DemonsStration and Validation Phase, the 
Memerram Office willl again use short-term, parallel contracts 
to refine the selected alternatives through extensive study 
and analyses, hardware development, test and evaluations. 
Mine Objective in the phase is to reduce technical risk, 
validate the selected solutions and provide the basis for 
G@etermining whether or not to proceed to Full-Scale Engi- 
neering Development Phase. 

Beginning with the Milestone II (Full-Scale Engi- 
neering Development) decision point, the specified phases 
Peeepcogram activity and decision points remain much the 
Same as prescribed by previous policy guidance. A detailed 
Seeemeanation of the remaining phases and decision points is 
Peeven in Ref. 6. Figure 12 depicts the DOD Major System 
Meaguisition process with the front-end changes called for 
in the new DOD Directives. 

Eee Decentralization 
Snewoeeewemmose SiGntricant Opportunities for change 


Meese si te Or ene mew DOD Directives implementing Circular 
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feo S 1s the potential for decentralization of the DOD re- 
mgew LuMmctions. The need for decentralization in decision- 
Teaeting has been a continuing issue in DOD. The current 
Mmmrust for decentralization is an outgrowth of various Ser- 
memes and OSD studies {Refs. 15, 16, and 57], and a simple 
mead £o reduce the load on the Program Manager of too many 
program reviews. There are three areas where decentraliza- 
mom Can now be accomplished. 

First, the potential for increased decentralized 
Management is promoted by the formalization of the Service 
Seeetem Acquisition Review Councils ((S)SARC) as an acknow- 
Meeaged review council. Ghemrecme Dy the Service Secretary or 
Mager Secretary and similar in composition and operation to 
the DSARC, the (S)SARC's will review all Major System Ac- 
Memes tetlon programs at Milestone I, II and III. Ele) -(S) SARC 
review results and DCP will then be made available to the 
Pemevrce Secretary for his submission to the DAE, Chairman 
femme DSARC, for DSARC action or directly to SECDEF at 
Milestone II and III for those selected programs for which 
DSARC reviews have been waived by the SECDEF. Aedierona Lily; 
Bimere 1S a proposed provision for a waiver by SECDEF of DSARC 
review for any program at any Milestone point. The poten- 
Mee OL limiting the number of DSARC reviews through 
reliance on the Service Secretary and (S)SARC management 
Meervities can greatly contribute to decentralization of 
Major System Acquisition management. 

second, there is now a formal requirement for a 


Bervice and OSD planning meeting prior to preparing a DCP 
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for a Milestone decision. The Service will now issue the 
muomecOomment’ and “For Coordination™ drafts of the DCP to 
OSD. After the development of the basic DCP draft, OSC in- 
puts are now formally solicited and provided through a single 
mel point, the DAE, prior to the (S)SARC. Over the past 
Several years, the DCP process has been severely stagnated 

On both sides of the Service and OSC interface with the re- 
Sult that it has been necessary to engage top level princi- 
pals to stimulate the process into functioning. One of the 
Mees most useful functions will be in the filtering of OSD 
comments and iSsuesS in response to a Service "For Comment" 
Meeeculation of a DCP. This should help to minimize new major 
program issues being raised in the DSARC forum. These ac- 
[moms Will require a thorough preparation by the Services 
Peemor tO a Milestone decision point and will require OSC to 
formally raise issues with the Services prior to making their 
Program recommendations to the SECDEF. Thus, the Service 
Secretary should now have the same set of inputs as does the 
SECDEF, making his recommendations to SECDEF more knowledge- 
eee, Stronger and influential. The net effect can be 
decentralized program management for the Services with 
Greater internal program control and less external perturba- 
Eon . 

Third, as discussed previously, the strengthening of 
the designated Program Manager's authority to achieve a set 
Of approved program objectives within documented and agreed- 
upon constraints could enhance the movement toward decentrali- 
Metron of decision making in the Major System Acquisition 
process. 


Fos 


Co. STATUS OF IMPLEMENTATION 

The Department of Defense was the first of the 19 Federal 
agencies to submit Circular A-109 implementation plans to OMB 
and OFPP in August 1976. ifevan tmterview (Ref. 52], Mr. Fred 
Dietrich, OFPP, stated that, while DOD's implementation plan 
was “responsive”, he felt it was "incomplete" for two reasons. 
Peecst, “the plan did not describe how the implementing in- 
Seructions would cascade down through the Services to the 
Bommand Organizations and to the field activities. Just 
Mmeswances Of directives is not implementation." Second, 
there was "no provision to train and orient people down at 
the field level. Some people feel that is why the old 5000.1 
mime 5000.2 are not fully implemented today." Mr. Dietrich 
Merced that while he was “not fully happy" with the two DOD 
Meeauments, (the new DOD Directives 5000.1 and 5000.2), they 
were responsive and he felt that "it was better to issue them 
m@man tO wait." He also stated that it might have been better 
meme JuSt reference Circular A-109 and talk about how to 
manage and staff within the Agencies. This is what some 
Federal Agencies have done." 

Miamiaayeo, 869777 DOD Directives 5000.1 and 5000.2 
[Refs. 5 and 6] were issued. Subsequent changes to remain- 
ang policy documents concerned with DOD Major System Acquisi- 
Men are in process. Training programs are in the process 
Of being established to familiarize DOD personnel with 
Secular A-109. 

Top level DOD managers already require that a MENS will 


Be prepared for selected programs and that all new Major 
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Svstem programs will follow Milestone 0 procedures. The 
Congressional interest in thepresent status of these pro- 
grams is given in Appendix H and J. 

Maeseaeead in Section, IV. A., Dr. William J. Perry, the 
new Under Secretary of Defense for Research and Engineering, 
remains the designated DAE. DPeeePerry served as ene First 
Mee, as specified in DOD Directive 5000.30 [Ref. 7], in his 
Glad position as Director, Defense Research and Engineering 
EDOREE). 

The Honorable Dale Church in a recent interview [Ref. 
meme stated that his office was in the process of updating 
mm@eecomMbining the new DOD Directives 5000.1 and 5000.2 
Meets. 5S and 6] into one document. Mr. Church said that at 
this time he had no proposed date for issuance. 

While all of the implementation discussion has centered 
Same Major” systems, it should be noted that the DOD Direc- 
Mmeves apply to all systems acquisitions. As noted in para- 
Seetoa Ll. B. Of DOD Directive 5000.1 (Ref. 5J, “the manage- 
ment of systems programs not designated as major systems 
Meogulsitions will be guided by the provisions of this Direc- 
tive." The Program Memorandum, which was previously used to 
pmeomport OSD review and decision-making process for "non- 
Peper’ systems, is not mentioned in the new DOD Directives. 
The Program Memorandum was essentially the same as the DCP 
but was used for programs which though important may not 
move Cully met the criteria of the old DOD Directive 5000.1 


aS a Major program warranting a DCP. Noeoeeonly is Program 


IONS. 


Memorandum not mentioned in the new DOD Directives but no 
new directives have been issued to cover the use of the 
Program Memorandum, 

The Services are in the process of preparing internal 
policies and procedures implementing DOD Directives 5000.1 
and 5000.2. At the present time, the Navy's SECNAVINST 
eoO.2, the Army's AR 1000-2, and the Air Force's AFR 800-2 
are all being rewritten. Once these regulations and instruc- 
tions are reviewed and approved, the next level of regula- 
[ions and instructions must be updated. Early Winter 1977 
1s now forecast to be the earliest date of issuance of these 
documents. 

Mine Service System Acquisition Review Councils ((S)SARC), 
Peeerough established prior to the issuance of DOD Directive 
pend. 2 {[Reft. 6], are Eormally implemented in the DOD Major 
Pemeem ACQuisition process. Previous Service instructions 
Pememeregulations (Navy's SECNAVINST 5420.127A, Army's AR 15-14, 
and Air Force's SAF Order 20.6) are now expected to be up- 


Pmeeceada to conform to Ref. 6. 
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Wee DEP AR IMENT TOF THE NAVY IMPLEMENTATION 
Or GLRCULAR A=109 
Mupcwts Sectlon, Ehe impact of Circular A=-109 implemen- 
tation within the Department of the Navy is examined. The 
Mme Ss OLganizational structure for system acquisition is 
presented. The resulting changes of the new DOD Directives 
Meers. 5 and 6] to Navy acquisition policy and procedures 


meminvestigated along with the incorporation of these changes. 


A. Se-GANETZATION STRUCTURE FOR ACOUISITION 

Mme sacquiSilttlen Management structure of the Office of 
Mme oecretary of the Navy (OSN) 1S similar in organization 
to the Office of the Secretary of Defense (OSD) discussed in 
mee ron £V. The component head is the Secretary of the Navy 
MmreewAy), the Honorable W. Graham Claytor, Jr. He has over- 
femmcesponsibility and control for the acquisition policies 
of the Navy. Assisting the SECNAV in acquisition management 
Peer twO Navy Acquisition Executives (NAE) whose functions 
are Similar to those of the Defense Acquisition Executive 
Mees) Giscussed in Section IV. The Assistant Secretary of 
the Navy (Manpower, Reserve Affairs and Logistics), the 
memmoraodole Edward Hidalgo, is responsible for the coordina- 
tion of ship acquisition programs while the Assistant Secre- 
[rey Of the Navy (Research, Engineering and Systems), the 
memerable David E. Mann, is responsible for the coordination 


Meal! other Navy acquisition programs. 
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The Chief of Naval Operations (CNO) and the Commandant 
Breet he Marine Corps (CMC) are responsible for identifying 
Operational needs and for determining characteristics and 
defining requirements to meet their respective needs. The 
mo and the CMC, along with the appropriate Navy Acquisition 
Executive, are responsible for advising SECNAV with respect 
to Milestone decision points and management of Major System 
Acquisition programs. The CMC is authorized program manage- 
ment responsibility for systems developed by or produced for 
Headquarters, Marine Corps (HQOMC). Provisions for transi- 
tion of program management authority for systems developed 
mmo procured jointly by the HOMC and the Naval Material Com- 
mand (NMC) are determined by joint agreement between the CMC 
and the Chief of Naval Material (CNM). 

The CNM, under the CNO, iS asSigned the responsibility 
Mmemeche establishment, application and execution of program 
Management within the Navy. While large programs (such as 
programs which involve more than one major area of naval 
Mertare) report directly to CNM, other programs as designated 
ByeecNM, report to the Commanders of the Systems Pome (Sea, 
Peeeectronic and Air). HeOnmeciarhering and designation, a 
Program Manager 1S responsible for the formulation and execu- 
tion of plans for his specific program's system development 
Sma production. Organizational interrelationships are 


Meecitied in each individual charter. 
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By. ANTRGIPATED CHANGES TO DEPARTMENT OF THE NAVY 
meowlotonragn, POLECY AND PROCEDURE 


Navy implementation of the new DOD Directives [{Refs. 5 

and 6] will be set forth in the anticipated reissuance of 
fmm SECNAVY Instruction 5000.1, “System Acquisition in the 
Department of the Navy" and the CNO Instruction 5000.42, 
"Weapon System Selection and Planning". The changes in 
policy, management and procedural guidance for Major System 
Meguisition contained in the new DOD Directives appear to 
be compatible with the present Navy acquisition process. 
The three areas of principal change proposed in the new DOD 
Directives and discussed in Section IV.B. (new organiza- 
Mmeonal Dpositions and roles, restructuring the front end of 
the life cycle, movement toward decentralization in program 
review functioning) have in part already been incorporated 
Mmamethe Navy and in part are anticipated in the reissuance of 
wey LHStruction 5000.1 {Ref. 61] and CNO Instruction 
pmO0O.42A (Ref. 62]. 

1. Organizational Positions and Roles 

In the first area of principal change, new organiza- 
tional positions and roles, the Navy has established the new 
Mesttion of Navy Acquisition Executive (NAE) as discussed 
Seeeiecr in this Section. The two NAE's are an effective 
Meteo point for the Major System Acquisition process within 
the Navy. As discussed later in this section, the NAE co- 
Siegatates the various acquisition boards and documents, in 
Meoetricular the Navy Decision Coordinating Paper (NDCP) and 


the Navy System Acquisition Review Council (DNSARC), and 
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filters SECNAV comments and responses to the Office of CNO 
BOPNAY) and the Office of CNM (NAVMAT). Additionally, the 
NAE assists his DOD counterpart, the DAE, in feeding back 
OSD comments in response to a Navy "For Comment" circulation 
of a DCP. The NAE should serve as an effective buffer for 
OPNAV and NAVMAT against unexpected perturbations in the 
MeoeARC and DSARC forums. 

Additionally, the NAE should assist the Navy in in- 
plementing the new budgeting requirements of new DOD Direc- 
tives. Now, Planning/Programming/Budgeting System (PPBS) 
Meetons which change documented SECDEF program decisions 
Ger Navy programs will have to be coordinated through the 
NAE and DAE. This does not mean that there will not be vari- 
ations in the funding schedule as proposed in the DCP as 
memg aS such variations can be accomplished by the Program 
Manager without threshold breaches. Major changes in program 
Mmemaing schedule cannot be made without advising and consult- 
[mroetne SECDEF. This NAE and DAE coordination should reduce 
mime incidence of staff PPBS action which change SECDEF deci- 
feeems and should contribute to Navy program stability. 

The line authority for Navy Program Managers dis- 
cussed in the new DOD Directives, is expected to be reempha- 
Sized in the anticipated Navy Instructions. Previous program 
perturbations caused by non-line elements (OSD, OPNAV and 
NAVMAT staff elements) may be expected to be reduced. Only 
through an awareness and enforcement of this policy by all 


Navy elements will this proposed change be implemented. 


ee, 


With his designation immediately after Milestone 0, 
the Navy Program Manager will be the focal point for the 
Mmeeream particularly during the Solicitation and Evaluation 
Segments of the Conceptual Phase. The Program Manager will 
have to interface with OPNAV, NAVMAT and the Navy labora- 
meeres in developing and exploring alternative solutions. 
Another requirement for the Program Manager will be the 
Mme tation Of action in reporting program variances (breaches 
Or threatened breaches to thresholds or constraints). This 
action is to be initiated immediately upon occurrence instead 
Seewalting for the DSARC forum. 

The new organizational roles of OPNAV as discussed 
Mmmmecection IV. B. of identifying and articulating mission 
deficiencies vice being strictly hardware advocates could 
Mmeeeve to be difficult to implement. Presently, both OPNAV 
mma NAVMAT with its Systems Commands and government labora- 
Memeres are organized along hardware or platform (Air, Surface, 
Sub-surface, Electronics) lines rather than mission areas 
Meea Control, etc.). Some OSD officials have recently ex- 
pressed doubts that the Navy can effectively implement this 
Change based upon the present OPNAV and NAVMAT organizational 
Bereucture (Ref. 60]. 

Eee REStYucturing Of the Front-End Process of 

Mmeaiecmocconaddrea Of Principal change, restructuring \/ 
Meemeere Cront-end of the acquisition life cycle, implementa- 


tion can be accomplished by modifications to the present 


fey Major System Acquisition process. Mewes beat LON wor 
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Navy mission area needs is compatible with the existing 


issuances of the Operational Requirement (OR) document. 


- 
Both the |Technology Base\and OR, which should form the basis 
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for the preparation of the MENS, will now have to be written 
Mmemeererms Of a MiSsion need or capability rather than a pre- 
determined hardware solution. 

oo mame mouwadte Or ERe MENS by SECDEF at Milestone O 
and entry into the Conceptual Phase, resources for explora- 
tion of alternative systems will now have to be programmed 
in advance. The Navy will have to ensure that R&D program 
funds are identified with specified mission areas. The 
Beaguirement for the formal assignment and chartering of a 
Peeogram Manager after Milestone 0 is a new although com- 
patible change with the Navy procedure for generating a 
Development Proposal (DP) in response to an OR. Now, hope- 
fully, the Program Manager will be provided adequate support 
Semerier aS an initial program action to develop the program 
Meguilsition strategy and to help manage the solicitation 
and evaluation segments of the Conceptual Phase. 

After acceptable proposals to the mission need have 
[Meeulted from the exploration of alternative system concepts, 
the |Program Manager}assists ii wewewp reparation of the DCP 
MePeoECDEF approvai at Milestone I. After approving the 
memeectiton Of one Or more concepts to enter tne Validation 
and Demonstration Phase, SECDEF may now direct the Navy to 
Meeeeced Cirectly to Full Scale Development or Production 


Phases, 
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Meeniange ftom etme Navy during the Validation and De- 
monstration Phase is the requirement for a set of constraints 
as opposed to thresholds, within which the program is to be 
Operated within that phase. Performance, cost and schedule 
estimates shall not be formalized at this time because the 
systems are not yet defined adequately. 

PEecwangewmereumte Navy 15 that, in addition to approv- 
Ing one or more proposals to proceed into the Full Scale 
Engineering Development Phase, approval can now authorize 
mremprogram plan up to full production. Now, the Milestone 
iMmeeroproval includes long lead funding and limited produc- 
tion as well as the set of thresholds for performance, cost, 
and schedule parameters. The result of this change should 
be the elimination of the previous sub-Milestone decision 
memes (DSARC IIA, IIB) by DSARC and OSD. 

The Full-Scale Development Phase activities should 
remain essentially the same as previous operations. 

Mee lestonenw lll, sa Single decision for full produc- 
tion and deployment to the operating forces is now possible. 
The effect of this change is to help eliminate the previous 
feemt Lestone decision points (DSARC III, IIIA) by DSARC and 
eee Additionally, with the SECDEF Milestone III decision 
mmemapproval of the DCP, the formal review process for a 
Navy program at DOD level is ended. The Navy will report 
memeeeerly to the SECDEF on program status and, as the program 
Maycures, the report periods should be lengthened and 


eventuallv phased out. 
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The Production and Deployment Phase activities 

Should remain essentially the same as previously. 
Ope Becentralization 

In the third area of principal change, the decentra- 
lization in program management and review functions, the 
formal establishment of the Service System Acquisition Re- 
view Councils by the new DOD Directives in the DOD acquisi- 
Mmeon Orocess is compatible with the existing Navy Systen 
Meagulsition Review Council (DNSARC). The formalizing of 
the DNSARC as an acknowledged review council combined with 
the SECDEF option of the permanent waiver of DSARC reviews 
at Milestone I for programs not in specified categories 
omen aS joint strategic programs) and the SECDEF option 
for the waiver of DSARC review for any program at any Mile- 
Stone point offers a significant improvement for Navy 
@eraentralization. The waiver of the DSARC and increased 
Peeot the DNSARC by SECDEF could result in reduced program 
review and increased program control for the Navy Program 


Manager. 


oe INCORPORATION OF CHANGES 

The incorporation of the proposed changes of the new 
DOD Directives and the anticipated changes in Navy Instruc- 
tions for the Navy's Major System Acquisition process are 
now summarized. 

Mire technnology base called for by Circular A-109 and 


Meagugired by the Navy for its future systems is set forth 





in the Science and Technolgoy Objective (STO) [Ref. 62] 
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document, which describes in broad terms the Navy role and 
Bipectives anticipated in a particular warfare area in the 
10-20 vear future time frame. An Advanced Systems Concept 
(ASC) [{Ref. 63] to propose future concepts emphasizing Navy 
Mission needs is submitted by NMC to OPNAV. The STO and 
meee LOrm the basis for the inputs of the Technology Base. 
This Technology Base is then ABBSSSaGl ie Onan G10 mM maw 
the OPNAV perceived threat to formulate concise statements 
of operational (mission) needs. These statements of mission 
mereas form the basis for the preparation of a draft MENS by 
OPNAV. 

mais GQratt MENS 1s then evaluated by the CNO Executive 
meema (CEB) [Ref. 64] or by one of the CEB's sub panels; 
the Ship Acquisition and Improvement Panel (SAIP) [Refs. 62 
mao o4) for CNO designated ship acquisition programs or the 
Acquisition Review Committee (ARC), (Ref. 62] for other CNO 
designated programs. HO@eiayvor Systems, the CEB recommends 
imeomecnme CNO, for approval, the OPNAV prepared Mission Element 
Need Statement (MENS). Hhise MENS, 2m turn, is coordinated 
meeeough the NAE to the SECNAV for approval. The MENS is 
mfem cOOrdinated through the DAE to SECDEF for his Milestone 
O decision point. Upon SECDEF approval, the MENS is sent 
Dack through SECNAV to CNO with permission to enter the Con- 
memeual Phase. 

CNO then issues the OR to be used by NMC and the Program 
Manager as guidance for the Conceptual Phase. The Program 
Manager then conducts the solicitation and evaluation Seg- 


femmes Of the Conceptual Phase. HeonvelLadentitication and 
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Bemection Of Satisfactory alternative solutions to the 
mission need, CNM in coordination with the Project Manager 
prepares and submits to OPNAV a Development Proposal (DP) 
Peer. O62) to present the alternatives and tradeoffs and to 
identify recommended proposals. Upon COncusrence by CNO, 
the Navy Decision Coordinating Paper (NDCP) [Ref. 62] and 
meee Major Systems, the Decision Coordinating Paper (DCP) 
[Ref. 6], is prepared and reviewed by the CEB and/or the 
memmereror the ARC. The NDCP/DCP is then coordinated through 
me NAF to the DNSARC for review. Upon approval by the 
DNSARC and the SECNAV, the DCP (for Major Systems) is then 
coordinated through the DAE for review by the DSARC 

Upon review and approval by SECDEF, at Milestone I, the 
Meets sent back to CNO with approval for the program to 
enter the Demonstration and Validation Phase. Also, at 
Milestone I, the SECDEF may waive the DSARC program review 
requirement for future Milestone decision points and allow 
the DNSARC to report via the NAE and DAE to the SECDEF. 

The remaining phases and Milestone decision points of 
the Navy acquisition process remain essentially the same 
as before the issuance of the new DOD Directives. 

The documentation and review process discussed in this 


MececeioOn is depicted in Figure 13. 
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Weal PROGRAM OIMPLEMENTATZION OF CIRCULAR A=109 


imeecnis section, the method used by one Navy program to 
implement the requirements of OMB Circular A-109 is presented. 
The Navy's Shipboard Intermediate Range Combat System (SIRCS) 
Meogram iS introduced as one of the first DOD programs to 
implement Circular A-109. Tresevolutton of the SIRCS program, 
femme inf actuality preceded Circular A-109, is traced from 
Mes beginning to the present date, highlighting program ini- 
Meet On and Structure, acquisition strategy, and operations 
in the solicitation and evaluation segments of the Conceptual 
Phase along with Congressional influences. The continued 
BeeGation of the SIRCS Program under Circular A-109 is pro- 
jected for the Validation and Full-Scale Development Phases. 
Seme inherent Circular A-109 problems incurred by the SIRCS 
Program are investigated along with the critical requirements 
eeene competitive concept formulation. The status of the 
meees Program implementation iS analyzed through a compari- 
mumer SLERCS Program acquisition strategy with the 12 applic- 
able Commission on Government Procurement (COGP) recommenda- 


tlons presented in Section II. 


A SIRCS PROGRAM OVERVIEW 
Maes Shipboard Intermediate Range Combat System (SIRCS) 
Program was established to develop a new, generation ship- 


board system for the Navy to provide a balanced intermediate 


iis 





range offensive strike and self-defense capability. SIRCS 
is to be a total combat system to provide Navy ships with 
mae capability of engaging antiship missiles, high perform- 
ance aircraft, high speed surface craft, ships and shore- 
based sites. Memo towoe at lntéeéqrated, modular combat 
system for the mid 1985-2000 time frame that would have the 
system functions of detection, assessment/fevaluation, command 
and control, engagement, and neutralization and assessment. 
mmeesSs 1s to have a spectrum of platform capability from 
Small patrol combatants through fleet escorts, major combat- 
memes, Last combat support and auxiliary ships to the large 
Peake carriers. A graphic presentation of the SIRCS system 
Sroabwiastty is given in Figure 14. 

The SIRCS Program is located in the Naval Sea Systems 
Command (NAVSEA) of the Naval Material Command (NAVMAT). 
mmecifically, the SIRCS Project, designated PMS 404-40, is 
Under the direction of the Anti Ship Missile Defense (ASMD) 
Project Office, PMS-404, of NAVSEA. 

Me@emoeriod covering the SIRCS program initiation and 
Conceptual Phase, from mid 1974 to the present, parallels 
Meee tOd in which considerable policy changes occurred in 
the area of development and acquisition of DOD Major Systems 
femeobscussed in previous sections. The promulgation of the 
formal documents implementing these policy changes (OMB Cir- 
Semper A-109 in April 1976 and DOD Directives 5000.1/5000.2 
memeeranuary 1977) did not occur until after the initial SIRCS 
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Commission on Government Procurement (COGP) racommendations 
ema interaction with OMB/OFPP and OSD, was able to antici- 
pate the emerging policy direction. 

Nev momeR@c program characteristics to be discussed in 
this section include 1) Operational - a three-page user- 
Oriented Operational Requirement (OR) document that stressed 
a modularized combat system approach and that represents an 
effort to overcome deficiencies of past optimized sub-system 
Oriented developments; 2) Acquisition Strategy - use of com- 
Petitive industry concept studies, sustained industry com- 
Beeltion in future phases and integral government laboratory 
mmvolvement with the program office; and 3) Use of COGP 
recommendations to influence the development strategy-compli- 
ance with COGP recommendations resulted in compliance with 


meocular A-109 principles. 


B. eRe s PROGRAM EVOLUTION 
A Pia cia t om 

In October 1974, an OPNAV review of surface warfare 
programs determined that there was duplicative development 
mnie On-going efforts. This resulted in a decision to merge 
the Advanced Anti-Ship Capable Missile (ASCM) Defense System 
and the Lightweight Intermediate Caliber Gun System (LICGS) 
developments into the SIRCS program. A number of lesser 
developmental efforts were also combined into the SIRCS pro- 
gram with the restructured effort to address the multi- 


dimensional threat in amore logical, integrated fashion. 
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2 Provect Office 

MimoociihoTS, the ASMD Project Office (PMS-404) of 
NAVSEA was asSigned responsibility for the development and 
maersiiton Of SIRCS, and the SIRCS Project Office was estab- 
lished. PMS~404 delegated a significant portion of his 
Mimemority £Or planning direction and control of the program 
mo the SIRCS Project Manager while retaining final approval 
authority. The SIRCS Project Manager serves as an interface 
between the participating field activities, system command 
fPeevaisions and directorates, contractor organizations and 
PMS-404. 

Sirenromeene Liest courses of action the SIRCS Project 
Manager took was the establishment and organization of the 
mes Project Office as shown in Figure 15. The SIRCS Pro- 
Mec. Office uses a matrix system of staffing with a small 
cadre of dedicated personnel supported by functional elements 
Within the System Commands. One interesting facet of the 
feeees Project Office is the function of the Technical Plan- 
Mang and Advisory Board (TPAB). The TPAB supports and ad- 
Vises the SIRCS Project Manager in planning, tasking, and 
Maintaining of system development. The designated members 
Of the board are senior members of the government laboratory 
community with the authority to make resource commitments, 
Meaeehe authoritv and responsibility to assume accomrlish- 
Meme Of tasks assigned to their organizations. A detailed 
breakdown of the government laboratories and centers support- 
ing the SIRCS Project along with their principal and asso- 


Ciate areas of responsibility is given in Appendix K. 
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A second interesting facet of the SIRCS Project Of- 
Mimee is the Souree Selection Evaluation Board (SSEB). The 
BioebG is an ad hoe group established to develop the criteria 
and methodology for evaluating the contractor deliverables 
Pater ng £c6OM mes competltlve concept formulation. The 
SIRCS Project Manager serves as chairman of the SSEB and is 
mmpported by a support and advisory staff. The Chairman is 
also supported by committees established to perform and plan 
mace analysis for various evaluation factors (Technology, 
Integration, Military Factors, Management, Test and Evalua- 
mnom, soupport and Cost). The committees are chaired by head- 
quarters personnel and consist of representatives appointed 
from the NAVMAT Systems Commands, other Navy and OSD Offices 
mma Agencies, Navy Laboratories and support contractors. 
Mm@emoShS LEuUncCtLOn during the Evaluation Segment of the Con- 
Septual Phase will be commented on later in this Section. 

Eeeeoperational Requirement 

Sn Mayeo to 75, the CNO issued the SIRCS Operational 
Requirements (OR) document (OR-SH-44), a three-page state- 
ment of mission need independent of a predetermined, hard- 
mire SOlution. The OR specified the mission capability re- 
hamared for an offensive and defenSive combat system that 
Beulba provide a total detection through engagement capability. 
Beastem Elexibility was proposed for a system to be modularly 
mere tcable tO the variations in ship platform size and con- 
Straints. The OR identified the nature of the threat varia- 
Prens and specified preliminary cost, performance and 


meltiability objectives for the system. 





Neotwonly did the OR not specify a hardware require- 
mate hen also did not Specify a particular technical or 
conceptual approach. New developments were neither required 
nor desired unless Significant benefits would result. The 
OR proposed integration with existing hardware with provi- 
Slions for growth variants where feasible. The statement of 
mequirement in the OR was tallored for the purpose of com- 
Mmrmrcating tO industry a very broad, but bounded, problem 
Merwhich industry could respond with independently conceived 
Bemcepts. This broad initial statement of mission need pro- 
femaed 1ndustry with the flexibility to perform its own 
tradeoffs and analyses, resulting in unbiased proposals. 

ae eC Sle On strategy 

Using the COGP recommendations for guidance and the 
See tor refinement, the SIRCS Project evolved the program 
MeqguLsSition strategy to be used throughout the program 
development. Five of the more important key elements of 
the acquisition strategy are as follows: 

-The requirement definition was mission oriented, not 
hardware oriented. This is a key element in program 
Initiation directly impacting on the response from 
Hndustry. In the past, many programs eventually proved 
to be deficient because not enough attention was given 
Pitetally to requirements definition. 

~A spectrum of system level alternatives to satisfy 
the mission need was considered. WeadiieLronally, pro= 
grams have conducted studies to determine preferred 


sub-system hardware solutions to impose on industry 
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moswlemmng sii over=Sspecified and costly systems: 

-Early industry involvement in system development was 
Gomectamedue Cine SELRCS Project issued a draft Request 
BRopmerOtosale (RFP) and Cost Analysis Guide to industry 
and to invite feedback comments for improvements to 
Mite meonvdmet: OL the concept Lormulation. This 
rather novel approach resulted ina very beneficial 
improvements to the concept development process drawn 
PaoOMeiicwis tay wexpertise not normally available to the 
paccratimort teen Additionally, the industry was in- 
Womvecdeearlier din the system definition by allowing 
PNeCMaciMmEmdctonrSs co explore system possibilities through 
PaadeorntswmmFOn example, instead of the SIRCS Project 
Secret migGmasspecteie detection probability, industry 
would be allowed to make performance and cost tradeoffs 
BomGdetcermine the required capability in the total 
system context. 

-The SIRCS acquisition strategy was designed to sustain 
Piaicserymcompetition as long as it is beneficial, hav- 
riaeestabplished the industry competition early in the 
Gemeceptual phase. The SIRCS Project would continue to 
make incremental investments in the most promising 
alternatives through prototype shoot-off as the number 
SETOpEILONS is reduced. Thaweeougchout “Ghe development pro- 
Sess, PCOMpPeETEI1ON was tO serve as the pacing factor in 
PiauGemy = S Gencept proposals. The decision to use 


existing, modified, or new developments was to be 
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balanced between tradeoffs (cost, schedule, performance) 
and the competitive incentive toward economy in design 
acti Vities . 
-The government laboratory and technical community in- 
volvement is a keystone to the successful implementation 
Sec pecwlar A-l09 an the SIRCS Program. The technical 
and managerial expertise of the government laboratories 
is needed to supplement NAVSEA and the SIRCS Project in 
the assessment of industry's proposals and in the test 
and evaluation of the candidate alternative systems. 
Additionally, the government laboratories would maintain 
Erenbecnnology base Called for in Circular A=-109 and 
PouLdsinteract wlth competing contractors in the dissemi- 
WaktOn OL sin lrormation . 
Moe adiscussed in Section IV, this element of the acquisi- 
Meeon strategy calls for an Organizational role change for 
the government laboratories from their traditional role as 
meeeecnnology and hardware advocate. The SIRCS acquisition 
Strategy discussed in this Section is in agreement with the 
Meenciples of Circular A-109 and the new DOD Directives 
meod.1 and 5000.2 even though developed by the SIRCS Project 
Meaor £EO the issuance of these documents. 
me Conceptual Phase Activities 
After formulating the program acquisition strategy 
and in response to OR-SH-44, the SIRCS Project submitted to 
MeevokA fOr approval an advanced procurement plan for a com- 
Peeteive Conceptual Phase with industry submitting alterna- 


tive design concept proposals. The Navy then presented the 
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eer @s) Provect to the Principal Director, Defense Research and 
Engineering (DDR&E) the Honorable Robert N. Parker, on August 
74, 1975. As a result, DDR&E issued a memo on August 15, 
1975, which permitted a briefing to industry and allowed the 
Navy to release the draft RFP. This memo required the Navy 
to present a program review to DDR&E and to prepare a draft 
Meeision Coordinating Paper (DCP) before awarding contracts 
to industry. The action in meeting these two DDR&E require- 
Mencts was in effect the receipt of OSD approval to proceed 
With the Conceptual Phase and was, in essence, the Milestone 
epee cisioOn point, as required by Circular A-109, for the 
BeeRCS Project. Pogite to6utmadicates the SIRCS Project activi- 
mes schedule for the Conceptual Phase. 

The SIRCS Project next released a request to industry 
Mmmbetters Of interest. On August 19, 1975, an industry 
merefing was held for 550 contractor personnel representing 
mee Companies and agencies. Briefing topics included: an 
Overview of the SIRCS Program, the SIRCS OR (OR-SH-44) and 
the program acquisition strategy (as previously discussed in 
Miro section); a program plan to use four competing contrac- 
memes in the Concentual Phase, two competing contractors in 
mime, Validation and Demonstration Phase, and one contractor 
Moeeche Full Scale Development Phase; industry participation 
memo ssing the fact that, once selected, a contractor would \/ 
be developing his own system from concept formulation to 
Meeeduction; government laboratories-contractor interfaces 


emphasizing access to the technology base and information 
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Mmemaries; and a solicitation for industry feedback on draft 
Sepies of the RFP. 

PeeecesSilew Or mths SOlICitation for industry feed- 
back, several beneficial comments regarding general applica- 
mmem, Proposal preparation instructions, and Concept Devel- 
Opment Report (CDR) requirements were received and incor- 
Mmeeated by the SIRCS Project Office. 

On October 31, 1975, the SIRCS Source Selection Plan 
WaS approved allowing industry to compete to define SIRCS. 
On the same day, the RFP was released to 21 companies the 
Navy considered qualified. Key points contained in the RFP 
mae luded: 

Zoamopocal PreparatlLon Instructions which called for an 
understanding of the problem and study requirement and 
MemwcaneasprOach €O Going a Study to solve the problem 
and to response to the study requirement. 

ZavalwatLon and Award Criteria for both the Conceptual 
Phase and the Demonstration and Validation Phase which 
would be used to evaluate both the proposed approach 
Memrmo study and the resulting concepts. This unique 
Feature conveyed to industry the relative importance 
that the Navy placed on performance, cost and risk 
elements in concept proposals. 

moemocirement Strategy which called for up to four cost- 
byece COMtraces tO be awarded in the Conceptual Phase 
Puce woO COSt—=type contracts to be awarded in the wy 


ol 


Menmonstrtatiton and Validation Phase. 
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-Documents and Attachments containing the Concept Devel- 
Spment Report (CDR) f£Ormal and abstracts of ten items 
of Government-furnished information (GFI) which was to 
BemiruUrsnismed at a later date. Part of the CDR called 
Eer a Demonstration and Validation Phase Proposal to 
be delivered at the conclusion of the Conceptual Phase. 
The Navy planned to require a proposal for the next 
Phase at the end of each subsequent phase. The Navy 
cOuld, therefore, continue further development of 
selected concepts without procurement delays through a 
series of carefully planned incremental investments. 


Bbescecaipteton and SpecifLicatlons which contained one of 


the Unique features of this RFP - a one paragraph State- 


ment of Work which simply read as follows [Ref. 58]: 


@eevundertake an indepth study...to develop a systen 
Sencept to meet the Operational Requirement for SIRCS 
and...develop a formal proposal to validate this 


system concept." 
ieecamienscem to —rme SURCS RFP, seven contractors sub- 


Memeeead Proposals for evaluation. The offerors included 


General Dynamics, General Electric, Grumman, Hughes, McDonnell- 


Memeeas, Radio Corporation of America (RCA), and Raytheon. 
Mmeoanuary 5, 1976, the SIRCS Project Office, assisted by 
Peeeviously discussed support personnel, began a four-month 
evaluation of the seven proposals for understanding of the 
meoolem and the approach to conduct the study to solve the 
eeobplem. Miemawaacade criteria LEavyvored those contractors who 


Bela produce a substantial portion of the system. 
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During the later portion of the proposal evaluation, 
the SIRCS draft DCP was distributed and reviewed by high- 
level Navy and OSD personnel. Gm Apr ay(1976, a revised 
Graft DCP (DCP #163) was presented to OSC for comment before 
contracts were awarded, as previously required by DDR&E. 

The draft DCP contained the following [Ref. 27]: 
= eaescechiptloGmeoL the problem which led to SIRCS includ- 
ing the anti-ship missile, surface ship and shore 
threats; the anti-air warfare and anti-ship missile 
defense system limitations; and the surface strike 
warfare system deficiencies. 
-An operational requirements section which stated the 
needs and goals independently of any system hardware. 
PRECOGMLtELON OL the Navy as the agency component Yrespon- 
SIplew@rer developing SIRCS. 
Memporeviously indicated, this submittal to OSD of the draft 
DCP combined with the previous DDR&E to proceed with the 
femetret tation tO industry constituted the SIRCS Milestone 0 
Mees tOn point called for by Circular A-109. 

In May 1976, as a result of the proposal evaluation, ,/ 
three separate, funded cost-type concept formulation study 
contracts were awarded to McDonnell-Douglas, Raytheon, and 
meee) 6T he Nine-month contracts committed each contractor to 
develop an independent concept for a totally integrated sys- 
tem based upon its analysis of the requirements, existing 
development efforts and available or emerging technology. 


Mee SIRCS acquisition strategy had originally called for 
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mmemaward OF LOur concept formulation study contracts. Be- 
Meuse Of Ffunding uncertainty (to be discussed later in this 
mection) created by the House Armed Services Committee ac- 
tion on the FY-77 budget, the Navy deemed it prudent to 
award only three competitige contracts to stay within the 
@mticipated funding constraints. The three selected con- 
tractor teaming arrangements and subcontractors are given 
mae Appendix L. 

It should be noted that attention was given by each 
@eecne three competing contractors to the use of North 
Memeantic Treaty Organization (NATO) country subcontractors. 

'PMmeiee course Of the competitive industry studies, 
Oral progress reviews by the contractors to the SIRCS Pro- 
Ject Office were planned. Oral reviews were used instead 
Smeetong, formal, written reviews to alleviate the adminis- 
trative burden of the contractors. The reviews were planned 
Memeata the contractors in individually evaluating their own 
Mreogress and to provide insight into the study concept. 
Mmms Insight helped to prepare questions and to anticipate 
feeouation team expertise required for the different tech-~ 
nologies to be analyzed in the concept evaluation segment. 

MOItsabSt ln bOUndiIng the requirements definition 
Problem called for in the broadly defined operational need, 
meemercOompeting contractor was given three specific types of 
Meer lLonal information. First, an Operational Requirement 
Peepension was provided which presented a spectrum of quanti- 


meerve performance goals and thresholds providing a region 
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Mm@enine witch the contractor could perform tradeoffs. This 


og 
OR Expansion has proved to be a cornerstone of Circular 


A-109 implementation. Second, the Navy provided baseline 
mreormation so that each contractor could respond to the 
Same set of defined constraints. This baseline information 
included threat and target parameters, environmental fac- 
tors, expected platforms, 1990 fleet composition and weapon 
Systems, composite scenarios and Navy test and evaluation 
resources. Third, a Cost Analysis Guide provided cost esti- 
[atelng guidance and assumptions, emphasizing Design-To-Cost 
Meee) and Life-Cycle-Cost (LCC) concepts. This cost estima- 
Mmemeeguildance 1S Critical for Circular A-109 implementation. 
Moaaitionally, this information was supplemented by oral 
briefings on technology base programs and by the establish- 
Meme Of a GFI library containing over 2000 technical docu- 
ments, study reports, and system manuals. A description of 
the Government-furnished information is given in Appendix M. 
GCGOmeractor Elexibility in specifying a preferred 
meestem cOncept was one of the main thrusts in the SIRCS com- 
MBetitive industry studies. Tine GFE Tdaocumentatlon Calied for 
a commitment to a preferred system concept but emphasized 
that a detailed hardware solution was premature at that time 
G@ue to the complex nature of the SIRCS problem. While dis- 
couraging a premature detailed hardware solution, the Navy 
meeeerequire from each contractor a proposal that could be 
peeerrauated. The CDR called for a flexibility ina design 


Within a feasible region containing an optimal central point 
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Moouweewhiilen design lterations could be performed within 
moat region. A graphic example of this design region flexi- 
Belaty is given in Figure l?7. (The OR Expansion provided 
additional performance goals and thresholds.) eIey eol oval Ibis ei, 
was called for in the CDR by requiring: 
-Modularity in design to make SIRCS compatible with 
the five specific paltforms as well as 26 classes of 
Sia pS. 
eecdiblb=backealternatives for risk reduction. 
-Capability growth assessment to keep SIRCS responsive 
to the threat in the 1990 time-frame in the event of 
a threat change. 
BoC ECMoeahternatives under funding variation (+ 1/3 
miilabplewRmrTsk and production funds). 
Mmes flexibility in the contractor's CDR required a more 
Bemplex evaluation but resulted in amore realistic concept 
meoposal. 
RVOuler Gan ene Main thrusts of the SIRCS program 
Mer been the introduction of cost consciousness into concept 
Mmemilatsion in accordance with Circular A-109 principles. 
[men OR Specified a cost goal of $10 million or 10% of plat- 
form replacement cost, no absolute performance capability 
Moat he use of DTC principles in the development. This cost 
Semeeeestructure provided a crude but convenient sliding scale, 
[eon lishing upper cost limits for various configurations of 
Brees to meet differing ship mission requirements. The Cost 


Analysis Guide emphasized LCC and DTC while providing 
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Beeeensive LCC elements. The CDR called for cost analysis 
mae methodology plus DTC considerations and planning. The 
Evaluation Criteria (to be discussed later in this Section) 
gives equal weight to system military worth and system 

Best. Thus, the SIRCS Project Office established a rigorous 
mest discipline at the beginning of concept formulation to 
help control the tendencies of past programs toward high 
cost system alternatives. 

The SIRCS Project Office also stressed a balancing 
Sf cost and performance through system design interaction 
Mmeoughout the program life. Figure 18 illustrates the cost 
and performance refinements resulting from the changing de- 
Gree of system definition and risk reduction as the program 
progresses. The SIRCS Project Office recognizes the need 
meme system design iteration and the correct degree of flexi- 
bility for design tradeoffs during each successive phase. 
The degree of cost and performance definition must be com- 
macible and tailored for the particular development phase. 
In the past, detailed design specifications have been estab- 
meshed too early resulting in significant engineering-change 
Meoposal (ECP) effort in the Full-Scale Development and 
Meoduction Phases. 

During the nine-month competitive industry studies 
segment, three oral progress reviews were held in August 
PmeamOoctober 1976 and January 1977. As a result of these re- 
Views, it became apparent to the SIRCS Project Office that 


the three competing contractors had an excellent grasp of 
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the problem and were successfully formulating their recom- 
mended solutions to the OR. When questions did arise, the 
minco Project Office was responsive to each inquiry, care- 
fully ensuring that each contractor received the same infor- 
mation. As Mr. Robert Weiser, McDonnell-Douglas, SIRCS 
Program Manager, stated in an interview, "The communication 
With the Navy Project Office was excellent. They were very 
Willing to discuss and explain the Navy problem while not 
Mm@aicating a preferred solution...I think the Navy Project 
Seerace (SIRCS) is doing an excellent job of implementing A- 
meo6T Ref. «€665]). 

On March 4, 1977, the Concept Development Reports 
(CDR) from each of the three competing contractors were 
Semmmerered tO the SIRCS Project Office. On March 8, 1977, 
the Source Selection Evaluation Board was convened to begin 
the concept evaluation segment of the Conceptual Phase. 
[Mrbelal analysis (Phase I) of the SSEB indicated that all 
meee contractors could meet the requirements of the mission 
need (OR). The SIRCS Project Manager was "very satisfied 
With the proposals and pleased that each proposal offered 
meer ferent technical solution. This was exactly what A-109 
Seecitied and set out to do. I am confident I have three 
separate system alternatives to meet the mission need... 
Maes points up the value of A-109 and the use of competition 
Mmampeconcept formulation" [{Ref. 28]. 

Eiemeavakhuatiton Criteria Structure (previously stated 
miethe RFP) used in the CDR analysis is illustrated in 


Figure 19. The parameters are weighted in decreasing 
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[mmeeztance moving left to right, with shading indicating 
metrative importance. The equal weighting of Military Worth 
and System Cost reflects one of the more important points 
in the SIRCS acquisition strategy--the resolve to achieve 
Bema tfordable design for SIRCS. One of the prime objectives 
Memche criteria is to keep the evaluation focused at the 
System level. A detailed explanation of the Evaluation Cri- 
emia 1S given in Appendix N. 

tmeiovemoe: 197/77, tollowing a two-month delay caused 
Py FY-78 budget perturbations, the Source Selection Evalua- 
tion Board (SSEB) completed the evaluation of the separate 
Mee’ s from the three competing contractors. McDonnell-Douglas 
and Raytheon have been tentatively selected for recommenda- 
€10n to proceed into the Validation and Demonstration Phase. 
meen cOmpletion of review of the SSEB final report by the 
mource Selection Advisory Board, chaired by RADM C. P. Ekas, 
meme Os, and the Source Selection Authority (SSA), ADM. F. H. 
Michaelis, CNM, the DCP will be updated and DSARC I will 
Meeur (now forecast for March 1978). Pe atswatsea anticipated 
Mme OsC Milestone I decision point will occur in March 1978. 

A complete chronology of SIRCS events to date is 


even in Appendix B. 


om SIRCS PROGRAM PLANNING FOR FUTURE PHASES 
alt Demonstration and Validation Phase 
UUtemomneomeGOoqeet OfLice Has as one of 1tsS main ob- 
Meetives in the Demonstration and Validation Phase to resolve 


high system risks to a level acceptable to the Navy and 
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Mereriecient LEO proceed to Milestone II. Additionally, cost, 
performance, and schedule trade-offs will continue to be 
mace by the Ewo remaining contractors with reliability and 
Meamntainability having an increasingly important role. The 
trade-off process will be bounded by specified cost-perform- 
mmae GOals and thresholds. This will be comprised of veri- 
Mmiecation of the total system: Survelllance, detection and 
Mmatemtification, conduct and engagement, including both soft- 
ware and hardware. The system demonstration will be compe- 
titive and will be conducted at a Navy Land-Based Test Site, 
Zemwilil all subsystem level tests providing data to the 
System demonstration. The Full Scale Development (FSD) Phase 
Memeed Criteria to guide the validation effort will be 
Specified. 

The Demonstration and Validation Phase Proposal will 
contain a contractual document between the Navy and the con- 
eee tor that will clearly and explicitly define the work to 
BemaccOomplished. The contractor will provide system and sub- 
system performance specifications in response to Navy guide- 
Mes. The contractor will also provide LCC estimates and 
peeeuatl Scale Development Plan Proposal. This requirement 
for the next phase proposal is a significant factor in Cir- 
Cular A-109 implementation. This requirement holds the prom- 
ise of shortening the development cycle because it offers 
the opportunity to minimize delay or lag between phases as 
mrs Occurred in the past. 

The Demonstration and Validation Phase is anticipated 


to require a three-year time period with Milestone II, the 
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Full Scale Development Decision Point Scheduled for September 
Mmoee!. A detailed description of the SIRCS Demonstration and 
Validation Phase strategy is given in Appendix 0O. 

Pee Fully seale Development Phase 

Eweonmmmeilouclemmbesent oE RES —pregram strategy calls for 

mmly one contractor in the Full Scale Development (FSD) 
Phase, parallel development will be continued if funding is 
Prmericient [Ref. 66]. If funds are constrained, necessitat- 
ing a Single prime contractor, the following measures to 
offset any loss of competition at the prime level should be 
emphasized: 

meomlor, Production Option Clause 

~Reliabilitv Improvement Warranty (RIW) Clause 

-Award Fee 

“Rights In Data 

-Competitive Data Packages 

-Should Cost Reviews 

-Breakouts where feasible for competitive procurement 

The purpose of these measures is to keep the cost 

meom escalating. The contractor will be required to specify 
meso DTC goals and to project his cost to deliver the system. 
The Navy will have the right to exercise this option. How- 
Bee, Since the SIRCS system will be closer to production 
during this phase, there should be less risk involved and 
System cost should be well developed. The estimated develop- 
Meee ost 15 about $500 million, and the total cost goal in 


Bpeeaduction 1s expected to be $3-S6 billion. 
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The FSD Phase is anticipated to require a four-year 
meme period with Milestone III, Production Decision Point 
menmeduled for September 1985. A forecast schedule of SIRCS 


Membestone is given in Figure 20. 


D. LESSONS LEARNED 


ll se Seca WeRcdUEnemenes meen am COmpetitive 
Cemcene Formulation 


As a result of the experience of being one of the 
Zeit frograms to implement Circular A-109 principles, the 
SIRCS Project Office has listed the following as critical 
requirements for a competitive concept formulation [Ref. 66]: 

-Formulate mission oriented requirements; care must be 
imeem in the preparation of the MENS to ensure that 
mission needs rather than hardware solutions are pro- 
posed, the MENS then should become an integral part 
meee he OR and DCP. 

-Develop flexible and mission oriented evaluation cri- 
teria; the criteria should serve as a means of convey- 
mg LO Ene Contractor the needs and requirements of 
the customer (Navy). 

eemaure that proposals and innovative concepts also 
address real world functional constaints; evaluation 
Benmstralints and thresholds should serve as a guide to 
mre COnEractor, 

-Provide a comprehensive Government-furnished informa- 
tion (GFI) package; a necessary item to ensure avail- 
Per ayOmneechimology base and to help contractors in 


forming teaming arrangements. 
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“omemaowmGOvernmenm>—-cOneractor COMMUnLcations; control 
of industry's access tc Government laboratories is 
necessary to ensure fairness in competition. 

-Plan for oral progress reviews: use competition or the 
Picede 1Of COMpPetLutLoOnm as a pacing factor. 

-Obtain industry review and feedback; an excellent 
method to supplement managerial and technical expertise 
or customer (Navy). 

-Form solid Government team; project office, mission 
HocmsOr,e tuner Lon Codes, cOSt analysts, contracts, legal, 
and laboratories; the TPAB and SSEB are necessary 
elenent@oOf Ehe project team. 

Pe Budgetary Perturbations 

Snowe tmrlcmpGimMaky dlTEIiGulties E£Eor the SIRCS Project 
Office has been the budgetary perturbations imposed by some 
meeements of Congress attempting to micromanage the program. 

DURPPagmeiec tmtiEtdation stages of the program, the 
Peecs Project had little trouble obtaining its desired fund- 
Me, receiving a cumulative total of $3.2 million for study 
Mmemas in FY-/4 and FY-75, $4.5 million in FY-76 and $6.7 
[Meelbion in FY-7T (transition quarter) [Ref. 67]. The House 
Armed Services Committee (HASC) staff members reported that 
they thought the money was going for development of a so- 
mered “lightweight fire control system", first evaluated 
meemeene Navy's Dahlgren facility during the Vietnam War. iT 
[meyGc, these staff members discovered that SIRCS was not the 


incremental improvement fire control system they wanted but 
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Peeeinm tact a much different program that was implementing 
@ercular A-109. 

Nswaeresult, the SERGCS Program was given mixed sup- 
port in the FY-77 budgetary process as indicated by the fol- 
lowing sequence of key events: 

-House Armed Services Committee (HASC) recommended zero 
Bin clicmantioLiadkiom £Or FY=-77 £rom a request of $16.1 
madd 1on. 

-Senate Armed Services Committee recommended funding 
See Smat 512.0 million. 

~icMMemaicnorizatiOn COmmLeEtee = Upheld HASC position, 
Miterattnosa1zea [2.0 million of the line item "Fire Con- 
EuGimMogtmeercing to be reprogrammed to SIRCS if the 
Navy so desired. 

~House Appropriations Committee, as constrained by the 
earlier HASC action, recommended without prejudice 
Zo sOmruinaing for PY=/7. 

=Senate Appropriations Committee (SAC) reinstated SIRCS 
as an independent budget line, recommended an appro- 
potatton Of Ene Maximum amount authorized of $2.0 
Gelliton, and e@neouraged the Navy to take reprogramming 
Merton rOnOortset the remaining budget deficiency in 
my=—77. 

~Joint Appropriations Committee upheld the earlier favor- 
able action by the (SAC), which resulted in an appro- 
pee Ome leot —S2.0 million in FY-77. 

Sco waeumlng wtme PY—-/7/S8 budget cycle, the SIRCS pro- 


Gram received mixed signals from Congress regarding their 
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mmr cment to Circular A-109 policy. Pimeerhe, AWemor a2 ation 
Phase, the House deleted all SIRCS funding but this was re- 
versed in conference [Ref. 68]: 
eeleead Stting was attached....the conferees agreed to 
fund the full amount requested...but with the under- 
Standing that the Navy would follow an open-ended 
baseline approach...in effect putting the program out- 
Side the requirements of A-109." 
The signal was reversed in the Appropriations Phase. The 
fesse approved the SIRCS funding, but the Senate zeroed it 
beet. 68]. 
"because of the committees view that the program 
Pemelenot proceed 1m compliance with the Circular. 
Mime COnrterees...falled to agree...But the House con- 
ferees, deferring to the Senate position, will put 
before the House a motion that will provide the $4 
meerron Sut Only on the condition that it is*texpended 
macotpliance with...Circular A-109.' If these motions 
Bass without modification, the instructions to the 
Navy s...would then appear to be: under the authoriza- 
tion, manage the program outside of A-109; under the 
meereopriation, be sure to adhere scrupulously to the 
B09 guidelines." 
Memal action on the FY-78 DOD budget appropriated $3.99 
Semeeron £or the SIRCS Project provided Circular A-10S prin- 
Ciples continued to be followed. 
PeEseauemce sor acElons taken by Congress on the FY=-78 
Budget is given in Appendix P. 
EWies co ~ehese Eunding limitations, program plans had 
Mempe modified. First, as previously discussed, only three 
(instead of the planned four) study contracts were awarded 
for the Conceptual Phase. Second, DSARC I and Milestone I 
aiong with the resulting award of the Demonstration and 


Validation Phase contracts have been delayed until March 


mee (instead of the original December 1977). Thera. the 
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Moen Of evaluiiation of CDR*s has been reduced because of 
reduction in numbers of Project team members (a two team 
evaluation was reduced to one team). Fourth, as previously 
discussed, the evaluation process was delayed two months in 
mes completion. 
Industry has taken note of the mixed support of Con- 

Meess for the SIRCS Project and Circular A-109. Mr. Max 
Memrer, Vice President of RCA and former principal advisor 
moemoeECDEF on Defense program fiscal matters, stated ina 
National Contract Management Association Meeting [Ref. 67]: 

Bawenheite Chiat “hat SERCS-—-the only program acknow- 

Medged tO be Carrying out Congressionally ordained 

new procurement policy--should be sitting pretty. 

Uerertunately, this is not the case. While the Govern- 

ment Operations Committee was applauding SIRCS, the 

Armed Services Committees severely cut the funding 

requested in the DOD FY-77 budget. 

moimee Congress will now be directly involved in 

mepocoving DOD's needs and goals from the outset, it 

is essential that Congressional approvals include 

Minar hotonec sunaing £OLr DOth support of the acquisition 

of competitive conceptual systems and subsequent 

risk elimination tasks using parallel short-term 

Sentcracts. 

mame ly and SUrtEiclent funding must also be available 

to support DOD when the government selects the alter- 

native systems to compete during the validation phase 

Seowithecm normally includes essential prototyping to 


Setminate potential cost drivers and risk. 


Bitechout adequate and timely funding, A-109 will be 
mest another noble experiment.” 


BPM@teCOngress 1S not the only source of budgetary per- 
Memeoaelon for the SIRCS Program. An apparent lack of inter- 
face between the acquisition process (DSARC/DCP) and the PPBS 
Process during front-end program decisions may result ina 


Serious impact on program development cost and deployment 
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schedule. At the same time the DCP was being approved by 
Msp, funds for SIRCS were being taken out of the Five Year 
Merense Plan (FDYP). Mimo etieoro, after HASC action, a 
Navy decision reduced the SIRCS line item by $155 million 
in the Program Objectives Memorandum (POM-78). OPNAV ac- 
tion on the FY-78 budget proposes further cuts of up to $60 
mrrbicon in the FY78-83 time period. For the FY-78 budget 
mmome, a request for $22 million in the Navy Comptroller 
MmeeveOUPT) submittal was reduced to $5.5 million during the 
OPNAV review. This reduction occurred even though NAVMAT 
maa Singled out SIRCS as the number one budget deficiency 
in Anti-Ship Missile Defense (ASMD) and had stated that the 
requested funds were vital if the industry teams were to be 
Maintained and momentum lost during FY-77 was to be regained. 

Unliess sufficient funds are programmed in FY-79-80, 
Mmmmers inevitable that the industry and laboratory teams will 
Megin to break up. This will lead to loss of a significant 
investment and a return to business as uSual in the acquisi- 
Mapon process. The loss of competition will not only break 
Meme with industry but could prove to be an embarrassing 
Mmmeonsistency for the Navy in view of its prior support for 
m@emolRCS development approach and Circular A=-109. 

3. Other Problem Areas 

PieascaavMelen~to tEhe problem areas discussed in this 
Meeeron and in Section III.D., the SIRCS Project has en- 
Seuntered the following implementation difficulties: 

-Life cycle cost and develcpment cost trade-off - The 


IbmeG@ue@t OFLice asks Congress for an increase in 
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development funds while promising a decrease in over- 
Al ere wey Che. COS t , 

J aihiqothieyeOor Reseakeh, Development, Test and 
Evaluation (RDT&E) funds for competitive studies and 
demonstration - There is a present bias in the pro- 
curement system against committing funds to a program 
until the hardware is defined. Congress does not want 
EempayertOrethe full cost of concept Eormulation as 
specified by OFPP and Circular A-109. There is a need 
for more exploratory development funds to perform 
adequate concept studies. The contractors invested 
a great deal of their own resources to do the SIRCS 
nine-month study. 

-Defining and developing the cost/performance goals and 
thresholds = An important requirement of Circular A-109 
Memeo specify the cost goals within which the system 
must be developed. There is a dichotomy between want- 
ing the optimal operational system and being able to 
afford to acquire the system after it is developed. 

—en@abting enough ELElexibility to avoid a specific hard- 
ware solution while maintaining distinct evaluatable 
concepts - Trade-off iterations required for innovative 
techniques must be balanced by a requirement for a 
preferred concept. 

-~Briefing higher level review organizations while pro- 
Pecteingyene Inmtkegqrity Of contractor information - 


Ene Proprietary aspects of the contractor proposals 


iter 


during the front-end development must be guarded in 
the review process within the Navy, OSD and Congress 


PommacattshMition and budgetary approval. 


Ss STATUS OF IMPLEMENTATION 

Mo evaluate the SIRCS program implementation of Circular 
Pmero9, the 12 applicable recommendations ("Acquisition of 
Major Systems") of the Commission on Government Procurement 
meeGP) which formed the foundation of Circular A-109 are com- 
meaeed with the SIRCS program elements. The COGP recommenda- 
mions (found in Appendix E) have been Summarized for ease of 
memearison. Applicable paragraphs of Circular A-109 (found 
mame pendix G) are noted in parenthesis with the COGP recom- 
mendations. 


COGP RECOMMENDATION 


Merccular A-109 Paragraph) SIRCS PROGRAM ELEMENT 

Mme Proqram to have Agency Emplemented. This will 
head statement of needs have to be reapplied at 
and goals that have been Cacao mestone In iacquisi= 
meconclled with overall ELonume7e le. NO Major prob= 
agency capabilities and lem expected with this 
resources. recommendation. 


Moa, a, LOa, 10b} 


Mmeeannual Congressional bud- DOD has responsibility to 
get reviews of agencies Sulpmle suRCS, budget in 
missions and the needs mission area format. Re- 
moa goals for programs. sponsibility for implemen- 
moe, 14, l5a, 15b) tation of this recommenda- 


tion also belongs to Con- 
gress. Seng ess 01s. cur— 
rently reviewing acquisi- 
tion programs ina line- 
item, piecemeal fashion. 
WlhEneemolementation of the 
Seongressilonal Budget Act 
Sree oecallang £Oor7, mission 
area budgeting, Congress 
Should have a better under- 
Standing of the needs and 


Use of private sector 
sources and Government 
technical centers for 
research, concept work 
and subsystem development. 
ior, ila, lid) 


Create alternative system 
Sandidates by soliciting 


maadustry proposals, use 

team of experts for 

evaluation. 

mace 7a, ¢e, SE, 8q, 10c, 
mth, Lie, lle). 


momance the exploration of 
alternative systems by 
mission area budgeting and 
Ennancing. 

oi ) 


Maintain competition be- 
jageen contractors exploring 
alternative systems by use 
Se annual £E1xed-level con- 
BeactS assignment of Agency 
representatives to contrac- 
mers, Utilization of Govern- 
ment organizations to 


Moamitor and evaluate contrac- 


mor efforts. 
moo, /b, lig) 


Limit premature system 

commitment. 
emt, lli, 
oa, 13b) 


Mile 2a 12b, 


deo 


goals of programs and be 
better prepared to exercise 
its responsibilities and 
allocate national resources. 


Implemented. Sen eamused 
Feedback from industry and 
Government labs in formaliz- 
ing GFI data; used seven 
industries in concept pro- 
posal segment; used three 
Conmmeactors in concept study 
segment, plan to use two 
SGimreactetOors in Demonstration 
and Validation phase. 


Implemented. Solicitation 
process keystone to SIRCS 
AcuWisiitlOmstrategy; use of 
TPAB and SSEB to assist 
S@RESMEP MO} eCCE OFLICe in 
evaluation. 


ime bemented by =SIRCS. ‘ Con- 
gressional budgetary pertur- 
bations have caused diffi- 
Culieees “for Project. This 
critical element must be re- 
S@bveaerOo prevent serious 
impact on the deployment of 
the SIRCS system. 


Implemented. Fixed level 
GEHhebactes, ALEROUGH not 
Annhudl ware Monitored by 
periodic oral reviews; use 
of plant representatives 
aieiwewa Uadelon tO moniLtor 
euegolannead by SIRCS Project. 


Implemented. Gonctraceor 
competition is a keystone 
ae atom nes acqulsiltlon 
Senate, . 


HO. 


fel. 


m2, 


Obtain agency head ap- 
proval if resources are 
EG@mbe devoted to a 
Single system without 
Spon aot GCOMpeti tive 
System candidates. 

ign 2c) 


Need reconfirmed and 
system tested and 
evaltiated prior to Agency 
mead approval for 
muOducelon. 

Oecd 3b, 13d) 


wee SOonkracting as a 
System acquisition tool 
Moonmgpselecrive applica— 
tion of detailed con- 
weaccring regulations, 
Seip lttled contractual 
arrangements for final 
development/production 
Emad Priced production 
SpeLons. 

eg) 


Oirty policy making and 

mMonlLtoring responsibili- 
mes wlthin each agency 

ama agency component. 
maoqgeoe,; /F; 8b, 8c, Sd, 
Se) 


Belegate authority for 
peeie technical and program 


decisions to the operating 


agency components except 
mor the four key agency 
Mead decisions. 

mea, 9a, Fo; Io, 9d) 
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Implemented. Agency head 
approved ste s acquisition 
Strategy which includes 
SOneLaceonr seompetlilon up 
ECOmwe so Der iase. New DOD 
Directives contain this 
COGP recommendation. 


Implemented. This recommen- 
dation will be applied at 
Sache Midestone prior, Fo 
Pmeoaduectlon decision. 

(Mieke stone LLE) . 


Implemented and planned for 
Mipglemenmitatlon. This —recom= 
mendation will have to be 
Peappried during contract 
hogeeilctiOl throughout the 
Aegius We tom: Cycle, 


Implemented. Part of this 
recommendation deals with 
imsoul@~ng echeypProject Office 
Pomseatmed With “top talent. 
This is being done on a con- 
Elinuous basis. The uniiica= 
ELoOnmo = eaeguLrsit clon Tresponsi= 
biiweeg mee nthe Navy and OSD) 
level have been completed 
with the designation of the 
Defense Acquisition Executive 
Sramine wavy Acquis 1c lon 
Executives. 


GS Nas responsibility for 
Ehesimplementatcion Of Ehis 
recommendation. The new DOD 
Directives has the provision 
for delegating to SECNAV and 
the DNSARC the DSARC and DCP 
review process. 


Paoteecnemonsevlous Gtscussion, it is evident that 
the SIRCS program is being conducted in agreement with the 
COGP recommendations for Major System Acquisitions and with 
mime implementation of Circular A-109. A detailed compari- 
mem of the COGP recommendations and the SIRCS program is 


Given in Ref. 27. 


Begs) 


Vii. CoOvNecnuS tons AND RECOMMENDATIONS 


A. SUMMARY 

iemmezOnvyears prior £O the 1ssuance of Circular A-109, 
ieaor system acquisition policy had been evolving in an en-~ 
Mmeponment which saw cost overruns, “gold-plating"” of speci- 
fications, schedule slippages, and inadequate performance 
achievement. The Economic Environment Of increasing fiscal 
constraints combined with an increasing awareness in Congress 
ec hne costliness of many Government programs called for 
Meeulsition reform. Various study groups and reports 
addressed these persistent problems but little reform re- 
Mmeeed. Finally, the Commission on Government Procurement 
was organized and chartered by Congress to take an integrated 
few Of the deficiencies in major system acquisition. The 
COGP report containing 149 recommendations was issued after 
a two and one-half year study and has become the cornerstone 
meeerederal Government Acquisition reform. Twelve recommen- 
dations concerning major system acquisition addressed the 
areas of establishing missions needs and goals for new sys- 
mee, exploring alternative systems, choosing a preferred 
System, implementing the system and reorganizing acquisition 
Seemegement structure and authority and responsibility 
relationships. 

The Office of Federal Procurement Policy, formed as a 


result of one of the COGP recommendations, issued OMB 


i © 


See cular A-109 in April 19/76 to establish Federal govern- 
Memt policies in the acquisition of major systems. The 12 
mapor system acquisition recommendations of the COGP form 
the foundation of the new circular. Circular A-109 defines 
the system acquisition process starting from the agency's 
Meeonciliation of its mission needs with its capabilities, 
Meetorities and resources to the introduction of the system 
into operational use. The language of Circular A~109 is 
Peeoad enough to permit a degree of flexibility to tailor 
Mme principles to each program individually but specific 
emeugn tO ensure compliance. The main points of Circular 
mO9 are the redefinition of levels of responsibility for 
memeecy decisions and budget control, for identification and 
approval of mission needs and goals and for the management 
Meee hne acquisition process. Additionally, Circular A-109 
relates major system acquisition to agency mission needs 
and goals, requires early development effort in design con- 
cepts rather than hardware solutions, establishes early 
Congressional review of these mission needs and goals, and 
Calls for early research and development effort to satisfy 
any deficiencies in mission needs and goals. Finally, 
Circular A-109 calls for early and meaningful competition 
meen improved opportunities for innovative private sector 
Contributions, and for avoidance of premature commitment to 
full-scale development and production. 

Recent developments in budget execution and expenditure 
SemcrOl, particularly Mission Area Budgeting, the Con- 


$ressional Budget and Impoundment Act, and Zero-Based 


Sie. 





Budgeting, will impact on the effectiveness of implementa- 
Mmem Or Clreular A-lLO9. Careful coordination and liaison 
Will be necessary to prevent conflicts. 

There are some potential problem areas in the implemen- 
Meeron Of Circular A-109, particularly in defending and 
Mimrercvying funding. These budget difficulties are a result 
Seeeche requirement to commit funds to a project before the 
hardware is defined, the proprietary nature of competing 
memcepts and hardware limiting disclosure, the necessity to 
Quantify long-term benefits of competition, and the dilemma 
Memeaerfining cost goals prior to hardware definition. 

Within the Department of the Defense and the Department 
of the Navy, new directives have been issued or are in the 
Process of being issued to implement Circular A-109. Three 
Peeeas Of required major change to Navy acquisition policies 
M@m@eeprocedures are redefinition of organizational positions 
Memaeroles, restructuring of the front-end of the Major Sys- 
memenbite cycle, and decentralization in acquisition decision- 
Making and program management. 

The Shipboard Intermediate Combat Range System project 
1s one of the first programs to successfully implement 
Beeecular A-109. The acquisition strategy that was formulated 
Pee rogram initiation and followed through to date in the 
latter stages of the Conceptual Phase is in agreement with 
mime COGP recommendations and Circular A-109 principles. The 
Peeemning for the Demonstration and Validation and the Full 


scale Development Phases indicate continued compliance. The 


IB Sys: 





SIRCS experience gained regarding the critical requirements 
mere cOncept formulation and the budgetary and other problem 
areas should prove to be a valuable example for the future 


mmoLementation of Circular A~109 in other programs. 


ioe Monn REE LECTIONS 

maAMcict etimoLementatiOon Of Circular A~109 has provided 
an insight to several long-term benefits of major system 
pmequiSition. 

Hmeoudh requirements definition in terms of mission 
needs, an improved linkage of resource inputs to program 
needs can be made. Development funds expended under Circu- 
lar A-109 will be tied to mission area requirements instead 
of some predetermined hardware solution. oe umpO Ghanet = tep 
MemerOormalize this benefit within DOD in resource allocation 
has been the establishment of the Mission Element Need 
meacement (MENS). As a basis for DOD program initiation 
approval, this should serve as a key element for improved 
linkage between resource inputs and service needs. 

Mme carly industry participation called for under 
Sesecular A-109 improves the chance for innovation. The 
industrial competition and promise of substantial future 
business nas fostered an atmosphere of inventiveness and 
innovative approach to problems. The resulting system con- 
cepts have displayed unique balances between cost, perform- 
Mee and risk parameters. Realistic and objective proposals 


-~ 


reflect this innovative atmosphere. 





Requirements definition in terms of mission needs re- 
Guires a system level solution and reduces the potential 
For sub-system optimization due to an in-house bias. Trade- 
PmrCODOLLUNItELes FOr Sub-system development become more 
available in system-level optimization. Cost-effective 
Systems are possible through a more proper balance of sub- 
systems. 

As a result of early industry involvement called for 
Mmmaer Circular A-109 principles, a system engineering 
meroach to concept formulation is now available. Previous- 
ly, this system engineering approach was rarely achievable 
Merplizing only in-house Government bureaucracy for concept 
Seaerogn during the inltial stages of a program. The highly 
differentiated and platform (hardware) oriented headquarters 
and laboratory facilities severely hampered the rational 
Beesecem engineering approach. Favored, preconceived hardware 
meperitions were often specified to industry with little con- 
peeaeration for tradeoff analysis. The highly complex inte- 
Meation of future systems will require the disciplined 
Systems engineering approach. 

Mie lemenetcation Of Circular A=109 holds the promise for 
the reduction of development leadtime. Parallel development 
Should provide options to preclude schedule slippage. The 
requirement fcr the next phase proposal forces advanced 
planning and minimizes the previously-experienced internal 
Beeogram delays due to generation of new solicitations and 
BireiYy responses. Additionally, the strengthening of the 


meegreim Manager's authority and responsibility and the 
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Mecentralization of acquisition decision-making minimizes 
the previously-experienced external program delays. 

Besenagst nausery competition provides for a potential 
Mme tion in lite cycle cost. The identification and reduc- 
mimom Of risk in the cost/performance trade-offs forced by 
Bempetition should help preclude the large cost overruns 
Sree past projects. 

Bie fLinal implementation of Circular A-109 also requires 
Seganizational role changes on the part of Congress, OSD, 
the service components, government laboratories and industry. 
The problem now is one of educating and convincing the 
parties of the obvious improvements to the system acquisi- 
hmon process that Circular A-109 offers. The implementation 
iMemeeprove to be long and difficult but the potential rewards 
Pee nls mayor reform are Significant. 

The SIRCS Program described in this thesis is one of the 
mmest DOD programs to follow Circular A-109 principles. 

Other programs are in the very early stages of implementing 
meeeeuilar A-109. Much experimentation, evaluation and lessons 
to be learned remain ahead as these programs mature and 
Circular A-109 is more widely implemented. The latent advan- 
merges and potential pitfalls hold the promise of a challenging 
investigation. Continued analysis by acquisition researchers 
and student theses is recommended to report the aneotecs 


improvements of Circular A-109 to Major System Acquisition. 
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DATA SOURCES 


LELoes 


RAW his eb atoll 


Deputy Undersecretary 
of Defense (Material 
ACaGtiis 1 eaon ) 


ASS tamoaminis trator 
POmmoyotemoAcGdulsl fion 


Deo. Asst. Administrator 
for System Acquisition 


Dep. Director of Defense 
Research and Engineering 
(Policy and Planning) 


Dep. Chief of Naval 
Gperatroens for Ale 


Commander, Naval Air 
Systems Command 


Dep. clter of Naval 
Material for Material 


equi sa. "on 


Project Manager 


Dep. Project Manager 
Dep. fOr Operations 
Dep. for Business 


VeEinancial 


Dep. for System 
Engineering 


Ihe. 


ORGANIZATION 


OFPP 


OSD 


CELL 


OFPP 


OSD 


OPNAV (OP-05) 


NAVAIR(AIROO) 


NAVMAT (MAT-08) 


SER CS 


SRC S 


SL ReCS 


Si Res 


SRC S 





CONFERENCES/SEMINARS 


MEETING 


Naval Air Executive 
imastitute, Naval 
Postgraduate School 
me—-22 April 1977 


Naval Air Executive 
[astitcute, Tactical 
Missile Collogquium 

Naval Postgraduate 

senool 

MmeeMay 1977 


Pec ltOnal Contract 

Management Associa- 
Eon 

Mayor System Acquisi- 
el: On 

Conference, San JoSe, 

Oatifornia 

26 May 1977 


Seweronal Contract 

Management Associa- 
2 © Tl 

16th Annual National 


SPEAKERS 


ADM F. H. Michaelis 
Mr. Fred Dietrich 


Gio coct Mobley 
Peor. Robert Judson 


Mine 2 ecw bie Erich 
Mr. George Coleman 


Mie IRODer Gc Berry 


Mew eewahiky FOrEnODpDer 


Honorable Lester Fettig 


Myre Fred Dietrich 


Mee Pete Malloy 


Symposium, Los Angeles, Mr. John O'Hara 


Sari f£ornia 
20-22 July 1977 
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ORGANIZATION 


COM NAVMAT 
OFPP 


SLRS 
NPS 


OFPP 
NASA 


DDR&E 


Lockheed 


On PP 
OEP EP 


Tele-Ryan Aero 


Boeing 


APPENDIX B 


CHRONOLOGY 


Nov 69 Commission on Government Procurement (COGP) 
Established (PL 91-129) 


mec 72 CCCP MReCPOtE (hart € TAcQqUISition of Major 
Systems") 
Aug 74 Office of Federal Procurement Policy (OFPP) 


SisStablismea in OMB (PL 93-400) 


Dec 74 LICGS and ASCM Defense System merged into 
STRESS by the Director, Defense Research and 
Engineering 


mes Apr 75 SIRCS project management assigned to Naval 
Sea Systems Command, Anti-Ship Missile De- 
memsie Pro vect. OfLFice 


mee Apr 75 Management and procurement strategy presented 
EO uwene Director 


Ze May 75 Operational Requirement issued by the Chief 
Sieiiavalweopetaclons 


eeoune 75 Advance Procurement Plan approved by 
Commander, Naval Sea Systems Command 


Mmeosuly 75 Meciistdntmseceretary Of the Navy, Research 
and Development, briefed on SIRCS 


me Aug 75 Principal Deputy Director, Defense Research 
anGg EnQineering, provisionally endorsed 
Sere scupro ect 


meAug 75 Letter issued by Director which reguires 
SERS wp GOgyeCtyreview and draft decision co- 
erdinating paper in January 1976 


imAug 75 Pepmorind given to mndustry 
meeoct 75 Request for proposal released 
moct 75 Source Selection Plan approved by the 


Sourmpec Selection Authority 


me Nov 75 Preproposal conference held 


1lo4 





19 Dec 75 Industry proposals received 
Se Jan 76 Proposal evaluation began 


Feb 76 Budget hearings--House Committee on Armed 
Services 


iy Mar 76 Budget hearings--Senate Committee on 
Armed Services 


20 Mar 76 House Committee on Armed Services Report 
recommends elimination of SIRCS 


5 Apr 76 OMB Circular A-109 "Major Systems Acquisi- 
Elon “Ls'swed 


fe Apr 76 Final SSEB proposal evaluation completed 

Bo Apr ./76 DecisiOneeceordginating paper sent for 
informal review by various assistant 
secretaries of Defense 

18 May 76 Lee om sjwcConocept LOrmulation Study Contracts 
were awarded, one each for RCA, Raytheon 
and McDonnell=-Douglas at a combined value of 
pp ae Si ticdwocily -o4.. 5 emi. lion 


1 June 76 DCP forwarded by ASN (R&D) to DDR&E 


fme—-1S Jun 76 GFI Feedback conferences held for 
Successful offerors 


4-6 Aug 76 Raytheon, RCA, and McDonnell-Douglas pre- 
sented their first Oral Progress Review 


mag #%/6 OFPP Pamphlet No. 1 "A Discussion of the 
Agoluecatieonmwor OMB Circular A=109" 


Bor Aug 76 DOPPOrreective SO00.30 “Defense Acquisition 
Executive”™ issued 


m=ml> Oct 76 Oral Progress Reviews - RCA, McDonnell- 
Dougias, Rayvyeneon 


moe Oct 76 Osby, Oils Berered On SIRCS FY=78 budget 


me Oct 76 TPAB meeting, re: SSEB membership and areas 
Sberesponsibility 


1 Dec 76 Preegect Office key personnel visit to 
McDonnell-Douglas plant 


PedDec 76 Peegect: OQLraice key personnel visit to 
RCA plant 


16 5 


8 Dec 


me—13 Jan 77 


19 Jan 


28 Feb 


4 Mar 
8 Mar 


i Apr 


3 May 


7 May 


eo Jun 


fo Jun 


29 Jun 


4 Aug 


TG 


ra) 


oy 


ayy 


Tie 
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UY 


oy 


1% 


1a 


ag 


Wig 


a7 


Projgecu OLELCe key personnel visit to 
Raytheon plant 


Oral Progress Review Number 3 presented 
by each system contractor. Proposed 
system concepts were briefed 


DODeDirective SO000,1 “Major Systems 
Requisite ons j,— POD Directive 5000.2 "Major 
System Acquisition Process, updated" 


Briefing to SSAC - Weights for 
BvelWa ton ©riteria 


Concept Development Reports (CDR) delivered 
Convened SSEB 


Concluded Phase I of SSEB on schedule. 
Concept Development Reports of all three 
contractors determined to be in competitive 
range 


The House Armed Services Committee recom-ended 
mended deletion of the entire SIRCS FY-78 
budget. See Appendix P 


Senate Armed Services Committee approved 
t= SEUNG ATR author zed budget, SIRCS 
not marked. See Appendix P 


Pmemedceurwe7So SURES Eunding to 13.9 M 
(Senate Bill) See Appendix P 


Joint Authorization Conference Report-- 
Smee o wr umaecdsos.,9 M with dzrection to 
define Navy Baseline and recompete for 
Validation Phase. See Appendix P 


SECNAV sends letter of support of 
A-~TO09 and SERES to Senator Chiles 


SoMa approphihatLons COMmmittee = SIRCS 
~oO.O0 M See Appendix P 


lo WPM pGoplk lations Conterence appropriated 
SoCo miintor SERCS with language for the pro- 
Tate Ommnoceed nin accordance with OMB Circular 
PTO eetinis Language 15 in conflict with the 
earlier authorization bill language. 

See Appendix P 
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5 Aug 77 Be 797 SO NAVEOMPT hearings 


Nov 77 SSEB tentatively selected McDonnell- 
“ Douglas and Raytheon for Validation Phase 
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Under Secretary of the Navy 
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Bemus 7 
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PREP. 2) 


lo? 





ie. 


ee EN Dex, E 


List OF COGP RECOMMENDATIONS 


ESTABLISHING NEEDS AND GOALS 


Start new system acquisition program with agency head 
statements of needs and goals that have been reconciled 
with overall agency capabilities and resources. 


(a) State program needs and goals independently of any 
Systeme proaues . Use long-term projections of 
mission capabilities and deficiencies prepared and 


coordinated by agency component(s) to set program 
goals that specify: 


(1) Total mission costs within which new systems 
Should be bought and used 

(25) The level of mission capability to be achieved 
above that of projected inventories and exist- 
ing systems 

(3) The time period in which the new capability 
is to be achieved 


() Assign responsibility for responding to statements 


of needs and goals to agency components in such a 
way that either: 


(ae) A Single agency component is responsible for 
developing system alternatives when the mission 
need is clearly the responsibility of one 
COmponent; OF 

(GZ) Competition between agency components is 
formally recognized with each offering alter- 
native system solutions when the mission 
responsibilities overlap. 


Begin Congressional budget proceedings with an annual 
review by the appropriate committees of agency missions, 
capabilities, deficiencies, and the needs and goals for 


new acquisition programs as a basis for reviewing agency 
budgets. 


Aree: 





Pee pVORENG ALTERNATIVE SYSTEMS 


Support the general fields of knowledge that are related 
to an agency's assigned responsibilities by funding pri- 
vate sector sources and Government in-house technical 
Senterseto do; 


(a) 
(Oe), 
re) 


Basic and applied research 

PEOORPVGE, COnNCeDE WOrk 

Exploratory subsystem development. Restrict subsys- 
tem development to less than fully designed hardware 
Uitiemudemttrled sas part Of a SyStem candidate to 
Meet a specific operational need. 


Create alternative system candidates by: 


(a) 


(bd) 


icc) 


Soliciting industry proposals for new systems with 

a statement of the need (mission deficiency); time, 
Soccer mancdeecapability goals; and operating constraints 
Grmene  sLespeonsitilenwagency and component(s), with 
SacheCOmmmaaecron etree bO Propose system technical 
approach, subsystems, and main design features. 
Sommcnrelmgd Systems propesals Erom Smaller firms that 
ComnOewewnepseduecelOn factizities if they have: 


C1) Personnel experienced in major development and 
Preodweevon activities 
(2) Comte rngentsplans for, later use of required 


equipment and facilities. 


Soomce ange teor agency funding, the most promising 
system candidates selected by agency component heads 
from a review of those proposed, usSing a team of 
experts from inside and outside the agency component 
development organization. 


Finance the exploration of alternative systems by: 


(a) 


(b) 


ic) 


Pr@posing, ageney development budgets according to 
Miseteonmwnieca tO SUppOrt the exploration of alterna- 
tive system candidates. 

PieWocl Zing sand appropriating funds by agency mission 
area in accordance with review of agency mission 
Hecasmatan Goals fOr new acquisition programs. 
Allocating agency development funds to components by 
(ii Oumenecds cCONSUDDOLrL the most promising system 
Scud. sco ee OonbEon Components’ exosloration of 
alternatives at the agency head level through annual 
budget and approval reviews using updated mission 
needs and goals. 
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Mailmeain soemeetlelon between contractors exploring 
alternative systems by: 


(a) 


(b) 


Ce) 


Cuvee mweoOmnml ements tO Gach contractor to annual 
fixed-level awards, subject to annual review of 
Pele technical preogress.by the sponsoring agency 
Come omen e. 

Assigning agency representatives with relevant 
Operational experience to advise competing con- 
tractors as necessary in developing performance 
and other requirements for each candidate system 
as tests and tradeoffs are made. 

Concentrating activities of agency development 
organizations, Government laboratories, and 
technical management staffs during the private 
sector competition on monitoring and evaluating 
Somerraeror development etreorts, and participating 
MeiveleOSscom best smerltical to determining whether 
the system candidate should be continued. 


CAavgOsinGey AT PREPERRED SYSTEM 


Limit premature system commitments and retain the 
benefit of system-level competition with an agency 
head decision to conduct competitive demonstration of 
candidate systems by: 


cay) 


(b) 


Gs) 


(d) 


CleOsing contractors fOr syscem demonstration depend- 
ing on their relative technical progress, remaining 
WaAceheealiwetess and G8CcOnomic constraints. The over- 
PicGwncemomyective showld be to have competition at 
least through the initial critical development 
stages and to permit use of firm commitments for 
Pema development and initial production. 
Meewmeingaselected contractors with the operational 
EestwcoOnmatutions, Mission performance criteria, and 
lifetime ownership cost that will be used in the 
final system evaluation and selection. 

Proceeding with final development and initial pro- 
PUG eLetmamcevlenecOMmitments to a firm date for 
operational use after the agency needs and goals 

are reaffirmed and competitive demonstration results 
prove that the chosen technical approach is sound 
and definition of a system procurement program is 

I eere taro al. 

Strengthening each agency's cost estimating capa- 

I a Gy eeicr:: 


C1) Developing lifetime ownership costs for use 
in choosing preferred major systems 

(2) Beveoleoping Eotal cost projections for the 
nUMeer and Kind GE systems to be bought for 
Operational use 
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(3) Preparing budget requests for final develop- 
ment and procurement. 


Obtain agency head approval if an agency component deter- 
Mines that it should concentrate development resources on 
a single system without funding exploration of competi- 
tive system candidates. Related actions should: 


(a) Mota obish was tolong cenertalized program office within 
Mim aAgeoneyeceMmpenenrt EO take direct technical and 
Management control of the program. 

GD) Integrate selected technical and management contri- 
Dimon: GOmmrin=nhOUuSe Groups and contractors. 

ce) Select contractors with proven management, financial, 
and technical capabilities as related to the prob- 
lems at hand. Use cost~reimbursement contracts for 
Pagmecechmrecal “TSk POLELOnS Of the program. 

(da) PetclinatemprOogramecest Within a probable range until 
the system reaches the final development phase. 


SYoltaM IMPLEMENTATION 


Withhold agency head approval and congressional commit- 
Heomesmfor full production and use of new systems until 
the need has been reconfirmed and the system performance 
has been tested and evaluated in an environment that 
Closely approximates the expected operational conditions. 


(a) Establish in each agency component an operational 
Pestedmapevald@ation activity separate from the 
developer and user organizations. 

(a) Continue efforts to strengthen test and evaluation 


capabilities in the military services with emphasis 
on: 


(a) WaectMCaniy ©rlented test designers 


(2) Test personnel with operational and scientific 
Dae na O Una 


(3) TaCaieallmand environmental bveaLlLism 


(4) Secttandgmeritical test Objectives, evaluation, 
anarsepOLEame - 


ac) Poeanlisi eam eagencywide definition of the scope of 
Spemationa! test and evaluation to include: 


(lL) Assessment Of critical performance character- 


istics of an emerging system to determine use~ 
fulness to ultimate users 


(2) Joint testing of systems whose missions cross 
service lines 


(3:9 Two-sided adversary-type testing when needed 
tO provide operational realism 
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(4) Operational test and evaluation during the 
system life cycle as changes occur in need 
assessment, mission goals, and as a result 
Of technical modifications to the system. 


Mmmeuse contracting aS an important tool of system acquisi- 
Sron wed casec SUDStI cute LOr Management of acquisition 
programs. ine SO dO ung. 


(a) Set policy guidelines within which experienced 
personnel may exercise judgment in selectively 
Geo ene —aetattedmecontracting regulations. 

(b) Develop simplified contractual arrangements and 
clauses for use in awarding final development and 
MPBEOawctlonwconcrtaces £Or demonstrated systems 
tested under competitive conditions. 

Ce.) MLO vweeOmoawaietaWor Orrlecitals TO use priced production 
Spemotom tte celtteal test milestones have reduced 
risk to the point that the remaining development 
work is relatively straightforward. 


ORGANIZATION, MANAGEMENT, AND PERSONNEL 


Seni ty policymaking and monitoring responsibilities for 
major system acquisitions within each agency and agency 
Sompenment. Responsibilities and authority of unified 
®itices should be to: 


(a) Sen system acquisition policy. 

fe Monbeor results of acGculsition policy. 

Cc) Integrate technical and buSiness Management policy 
bOnmeMagjOn systems . 

id) Act for the Secretary in agency head decision 


POMiromHOrsecachesyStem aACgqULSIELON program. 

(e) Establish a policy for assigning program managers 
WietiereduUlstienOn programs are initiated. 

(ot) Insure that key personnel have long-term experience 
in a variety of Government/industry system acquisi- 
Ponce akvlikes and 1nStLiue a career program to 
enlarge on that experience. 

(g) Minimize management layering, staff reviews, co- 
Smebnaulmnd POlNtES, Unnecessary procedures, report- 
ing, and paperwork on both the agency and industry 
Sice Ol  Magonl syStem acquisitions. 


Meeebelegate authority for all technical and program decisions 
to the operating agency components except for the key 
agency head decisions of: 


(a) Defining and updating the mission need and the goals 
PRteotimoecgNasitt lon effort 1s to achieve. 

(b) Pppesovang alternative systems to be committed to 
System fabrication and demonstration. 
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‘ep AepibneVMigmriMcwObererabea System chosen for final 
development and limited production. 
(d) Approving full production release. 


[REF. 26] 


ee 





APPENDIX F 
OF FICE OF MANAGEMENT AND BUDGET 
OFFICE OF FEDERAL. PROCUREMENT POLICY 


ADMINISTRATOR 


EXECUTIVE 
ASSISTANT 


get They ee ree eg eet 


RY 







TPR AR eR 



























A $ 
: : 
2 ie ; y 

ASSIST ANT ASSIST ANT i ASSIST ANT 
ADMINISTRATOR ADMINISTRATOR : ADMINISTRATOR 
: | 
FOR ; FOR FOR : 
; i 
CONTRACT PROCUREMENT fF LOGISTICS | 
ADMINISTRATION LAW : } 
3 i ; 
i 


| ASSISTANT 


ADMINISTRATOR 





ASSISTANT 





ASSISTANT 





ADMINISTRATOR 
FOR 
PROCUREMENT 
PERSONNEL 
AND PRALNING 


ADMINISTRATOR 


FOR FOR 











REGULATIONS SYSTEMS 
ACQUISITION 





ee! 


IFAS) 


APPENDIX G 


EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 
WASHINGTON, O.C. 20503 





Peril 5, 1976 CIRCULAR NO. A-109 


TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS 


SUBJECT: Major System Acquisitions 


Ll. Purpose. This Circular establishes policies, to be 
followed by exectuitive branch agencies in the acquisition of 
major systems. 


2. Background. The acquisition of major systems by the 
Pederal Government constitutes one of the most crucial and 
expensive activities performed to meet national needs. Its 
ampact iS critical on technology, on the Nation's economic 
and fiscal policies, and on the accomplishment of Government 
agency missions in such fields as defense, space, energy and 
transportation. For a number of years, there has been deep 
concern over the effectiveness of the management of major 


ayecem acquisitions. The report of the Commission on 
Government Procurement recommended basic changes to improve 
the process of acquiring major systems. Paseo Tre la > 4s 


based on executive branch consideration of the Commission's 
recommendations. 


3. Responsibility. Each agency head has the responsibility 
to ensure that eS provisions of this Circular are followed. 
This Circular provides administrative direction to heads of 
agencies and does not establish and shall not be construed 
tO create any substantive or procedural basis for any person 


to challenge any agency action or inaction on the basis that 
such action was not in accordance with this Circular. 


4. Coverage. This Circular covers and applies to: 


a. Management of the acquisition of major systems, 
including: ° Analysis of agency missions ° Determination of 
mission needs : Setting Of program objectives . 
Determination of system requirements ° System program 
planning ° Budgeting ° Funding ° Research ° Engineering ° 
Development ° Testing and evaluation ° Contracting 
Production ° Program and management control ° Introduction 


° 
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of the system intc use or otherwise successful achievement 
of program objectives. 


b. All programs for the acquisition of major systems 
even though: 


(1) The system is one-of-a-kind. 


(2) The agency's involvement in the system is 
limited to the development of demonstration hardware for 
optional use by the private sector rather than for the 
agency's own use. 


5. Definitions. As used in this Circular: 


a. Executive agency (hereinafter referred to as agency) 
means an executive department, and an independent 
establishment within the meaning of sections 101 and 104(1), 
respectively, of Title 5, United States Code. 


Db. paency component means a major Grcamicat lena! 


subdivision of an agency. For example: The Army, Navy, Air 
Force, and Defense Supply Agency are agency components of 
the Department ona Defense. The Federal Aviation 
Administration, Urban Mass Transportation Administration, 
and the Federal Highway Administration are agency components 
of the Department of Transportation. 


c. Agency missions means those responsibilities for 
meeting national needs assigned to a specific agency. 


d. Mission need means a required capability within an 
agency's Overall purpose, including cost and _ schedule 
considerations. 


e. Program objectives means the capability, cost and 
Schedule goals being sought by the system acquisition 
program in response to a mission need. 


f. Program meanS an organized set OE activities 
directed toward a common purpose, objective, or dqoal 
undertaken or proposed by an agency in order to carry out 
responsibilities assigned to it. 


g. System design concept means an idea expressed in 
of 


terms general performance, capabilities, and 
Characteristics of hardware and software oriented either to 
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operate or to be operated as an integrated whole in meeting 
a mission need. 


h. Major system means that combination of elements that 
will function together to produce the capabilities required 
to fulfill a mission need. The elements may include, for 
example, hardware, equipment, software, construction, or 
other improvements or real property. Major system 
acquisition programs are those programs that (1) are 
Girected at and critical to fulfilling an agency mission, 
(2) entail the allocation of relatively large resources, and 


(3) warrant special management attention. Additional 
eriteria and relative dollar thresholds for the 
determination of agency programs to be considered major. 
systems under the purview of this Circular, may be 


estaplished at the discretion of the agency head. 


Mo sce edetuisottloOm precess means the sequence of 


mequisition activities Starting from the agency's 
reconci” .ation of its mission needs, with its capabilities, 
priorities and resources, and extending through the 


introduction of a system into operational use or the 
otherwise successful achievement of program objectives. 





j}. Life cycle cost means the sum total of the direct, 
indirect, recurring, nonrecurring, and other related costs 
incurred, or estimated to be incurrec. in the design, 


development, production, operation, maintenance and support 
of a major system over its anticipated useful life span. 


me General policy. MaiecmePGetecles Of oe=his Circular are 
designe to assure the effectiveness anc efficiency of the 
process of acquiring major systems. They are based on the 


general policy that Federal agencies, wien acquiring major 
systems, will: 


a. Express needs and program objectives in mission 
terms and not equipment terms to encourage innovation and 
competition in creating, exploring, and developing 
alternative system design concepts. 


bh. Place emphasis on the initial activities of the 
System acquisition process to allow competitive exploration 


of alternative system design concepts in response to mission 
needs. 
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c. Communicate with Congress early in the system 
acquisition process by relating major system acquisition 
programs to agency mission needs. This communication should 


follow the tequirements of Office of Management and Budget 
(OMB) Circular No. A-10 concerning information related to 
budget estimates and related materials. 


d. Establish clear lines of authority, responsibility, 
and accountability g(O)e management of major system 
acquisition programs. Utilize appropriate managerial levels 
in decisionmaking, and obtain agency head approval at key 
decision points in the evoiution of each acquisition 
program. 


e. Designate a focal point responsible for integrating 
and unifying the system acquisition management process and 
monitoring policy implementation. 


f. Rely on private industry in accordance with the 
policy established by OMB Circular No. A-76. 


i= Major system acquisition management objectives. Each 


agency acquiring major systems should: 


a. Ensure that each major system: Fulfills a mission 
need. Operates effectively in its intended environment. 
Demonstrates a level of performance and reliability that 
justifies the allocation of the Nation's limited resources 
for its acquisition and ownership. 


b. Depend On, whenever economically beneficial, 
competition between similar or differing system design 
concepts throughout the entire acquisition process. 


c. Ensure appropriate trade-off among investment costs, 
ownership costs, schedules, and performance characteristics. 


d. Provide strong checks and balances by ensuring 
adequate system test and evaluation. Conduct such tests and 
evaluation independent, where practicable, of developer and 
user. 


@é. Accomplish system acquisition planning, built on 
analysis of agency missions, which implies appropriate 


BesOurce allocation resulting from clear articulation of 
agency mission needs. | 
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f. Tailor an acquisition strategy for each program, as 
soon as the agency decides to solicit alternative system 
design concepts, that could lead to the acquisition of a new 
major system and refine the strategy as the program proceeds 
through the acquisition process. Encompass test and 
evaluation criteria and business management considerations 
in the strategy. The strategy could Eyprcally inelude: ~~ 
Use of the contracting process as an important tool in the 
acquisition program ° Scheduling of essential elements of 
the acquisition process : Demonstration, test, and 
a, luation criteria ° Content of solicitations for proposals 
© Decisions on whom to solicit ° Methods for obtaining and 
sustaining competition ° Guidelines for the evaluation and 
acceptance or rejection of proposals ° Goals for design-to- 
st ° Methods for projecting life cycle costs ° Use of data 
‘ights ° Use of warranties ° Methods for analyzing and 
evaluating contractor and Government risks ° Need for 
Seveloping contractor incentives ° Selection of the type of 

intract best suited for each stage in the acquisition 
sceess ° Administration of contracts. 


yj. Maintain a capability to: ° Predict, review, assess, 
ncgotiate and monitor costs for system development, 
Smear -oring, design, demonstration, test, production, 
fe fi.n and support (i.e., life cycle costs) ° Assess 
fe 1isition GOS, schedule and performance experience 
. inst predictions, and provide’ such assessments fcoye 
consideration by the agency head at key decision points ° 
Make new assessments where Significant costs, schedule or 
performance varianceS occur ° Estimate life cycle costs 
during system design concept evaluation and Seleomien,. fibi> 
scale development, facility conversion, anc production, to 
ensure appropriate trade-offs amonaq investment costs, 
ownership costs, schedules, and pertormance re ‘Use 
independent cost estimates, where feasible, for comparison 
purposes. 


8. Management structure. 


a. The head of each agency that acquires major systems 
will designate an acquisition executive to integrate and 
unify the management process for the agency's major system 


acquisitions and to monitor implementation of the policies 
and practices set forth in this Circular. 


b. Each eqency that acquires--or is responsible for 
activities leading to the acquisition of--major systems Wk 
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establish clear lines of authority, responsibility, and 
accountability for management Git oS major system 
acquisition programs. 


c. Each agency should preclude management layering and 
placing nonessential reporting procedures and paperwork 
requirements on program managers and contractors. 


d. A program manager will be designated for each of the 
agency's major system acquisition programs. This 
designation should be made when a decision is made to 
fulfill a mission need by pursuing alternative system design 
concepts. It is essential that the program manager have an 
understanding of user needs’ and constraints, familiarity 
with development principles, and requisite management skills 


and experience. Ideally, management skills and experience 
would include: ° Research and development ° Operations ° 
mrneering ° Construction ° Testing ° Contracting . 
Prototyping and fabrication of complex systems ° Production 
Seepusiness ° Budgeting ° Finance. With Satisfactory 
performance, the tenure of the program manager should be 
long enough to provide continuity and personal 
accountability. 

e. Upon designation, the program manager should be 
given budget Guidance and a written charter of his 
Smenority, responsibility, and accountability Hong 


accomplishing approved program objectives. 


fF. Agency technical management and Government 
laboratories should be considered for participation in 
agency mission analysis, evaluation of alternative system 
design concepts, and support of all development, test, and 
6valuation efforts. 


g. Agencies are encouraged to work with each other to 
foster technology transfer, prevent unwarranted duplication 
Beeecechnological efforts, reduce system costs, promote 
standardization, and help create and maintain a competitive 
environment for an acquisition. 


9. Key decisions. Technical and program decisions normally 
will e made at the level of the agency component or 
Operating SC Lily However, the following four key 


— oO points should be retained and made by the agency 
ead: 
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a. Identification and definition of a specific mission 
need to be fulfilled, the relative priority assigned within 
the agency, and the general magnitude of resources that may 
be invested. 


b. Selection of competitive system design concepts’ to 
be advanced to a test/demonstration phase or authorization 
to proceed with the development of a noncompetitive (single 
concept) system. 


c. Commitment of a system to full-scale development and 
limited production. 


d. Commitment of a system to full production. 
10. Determination of mission needs. 


a. Determination of mission need should be based on an 
analysis of an agency's mission reconciled with overall 
capabilities, priorities and resources. When analysis of an 
agency's mission shows that a need for a new major system 
exists, such a need should not be defined in equipment 
terms, but should be defined in terms of the mission, 
purpose, capability, agency components involved, schedule 
and cost objectives, and operating constraints. A mission 
need may result from a deficiency in existing agency 
Capabilities or the decision to establish new capabilities 
in response to a technologically feasible opportunity. 
Mission needs are independent of any particular system or 
technological solution. 


b. Where an agency has more than one component 


involved, the agency will assign the roles and 
responsibilities of each component at the time of the first 
key decision. The agency may permit two or more agency 


components to sponsor competitive system design concepts in 
order to foster innovation and competition. 


c. Agencies should, as required to satisfy mission 
responsibilities, contribute Eo the technology base, 
effectively utilizing both the private sector and Government 
laboratories and in-house technical centers, by conducting, 
Supporting, or sponsoring: ° Research ° System design 
concept studies ° Proof of concept work ° Exploratory 
Subsystem development ° Tests and evaluations. Applied 
technology efforts oriented to system developments should be 
performed in response to approved mission needs. 
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ll. Alternative systems. 


a. Alternative system design concepts will be explored 
within the ‘context of the agency's mission need and program 
objectives--with emphasis on generating innovation and 
conceptual competition from industry. Benefits to be 
derived should be optimized by competitive exploration of 
alternative system design concepts, and trade-offs of 
capability, schedule, and cost. Care should be exercised 
during the initial steps of the acquisition process not to 
conform mission needs or program objectives to any known 
systems or products that might foreclose consideration of 
alternatives. 


b. Alternative system design concepts will be solicited 
from a broad base of qualified firms. In order to achieve 
the most preferred system solution, emphasis will be placed 
on innovation and competition. To this end, participation 
of smaller and newer businesses should be encouraged. 
Concepts will be primarily solicited from private industry; 
and when beneficial to the Government, foreign technology, 
and equipment may be considered. 


c. Federal laboratories, federally funded research and 
development centers, educational institutions, and other 
not-for-profit organizations may also be considered as 
sources for competitive system design concepts. Ideas, 
concepts, or technology, developed by Government 
laboratories or at Government expense, may be made available 
to private industry through the procurement process or 
through other established procedures. Industry proposals 
may be made on the basis of these ideas, concepts, and 
technology or on the basis of feasible alternatives which 
the proposer considers superior. 


| d. Research and development efforts should emphasize 
early competitive exploration of alternatives, as relatively 
inexpensive insurance against premature or preordained 
choice of a system that may prove to be either more costly 
or less effective. 


e. Requests for alternative system design concept 
Proposals will explain the mission need, schedule, cost, 


Capability. objectives, and operating constraints. Each 
offeror will be free to propose his own technical approach, 
Main design features, subsystems, and alternatives to 


schedule, cost, and capability goals. In the conceptual and 
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less than full-scale development stages, contractors should 
not be restricted by detailed Government specifications and 
standards. 


f. Selections from competing system desian concept 
proposals will be based on a review by a team of experts, 
preferably from inside and outside the responsible component 
development organization. Such a review will consider: (1) 
Proposed system functional anc performance capabilities to 
meet mission needs and program objectives, including 
resources required and benefits to be derived by trade-offs, 
where feasible, among technical performance, acquisition 
costs, ownership costs, time to develop and procure; and (2) 
The relevant accomplishment record of competitors. 


g.- During the uncertain period of identifying and 


exploring alternative system design concepts, contracts 
covering relatively short time periods at planned dollar 
levels will he used. Timely technical reviews of 


alternative system design concepts will be made to effect 
the orderly elimination of those least attractive. 


h. Contractors should be provided with operational test 
conditions, mission performance criteria, and life cycle 
cost factors that will be used by the agency in the 
evaluation and selection of the system(s) for full-scale 
development and production. 


1. The participating contractors should be provided 
with relevant operational and support experience through the 
proqram manager, as necessary, in developing performance and 
other requirements for each alternative system design 
concept as tests and trade-offs are made. 


jJ- Development of subsystems that are intended to be 
included in a major system acquisition program will be 
restricted to less than fully designed hardware (full-scale 
development) until the subsystem is identified as a part of 
a system candidate for full-scale development. Exceptions 
may be authorized by the agency head if the subsystems are 
long lead time items that fulfill a recognized generic need 
or if they have a high potential for common use among 
Several existing or future systems. 
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12. Demonstrations. 


a. Advancement to a competitive test/demonstration 
phase may be approved when the agency's mission need and 
program objectives are reaffirmed and when alternative 
system design concepts are selected. 


b. Major system acquisition programs will be structured 
and resources planned *o demonstrate and evaluate competing 
alternative system design concepts that have been selected. 
Exceptions may be authorized by the agency head aes 
demonstration is not feasible. 


c. Development of a single system design concept that 
has not been competitively selected should be considered 
only if justified by factors such as urgency of need, or by 
the physical and financial impracticality of demonstrating 


azternatives. Proceeding with the development of a 
noncompetitive (single concept) svstem may be authorized by 
the agency head. trong agency program management = and 


technical direction should be used for systems that have 
been neither competitively selected nor demonstrated. 


13. Full-scale development and production. 


a. Full-scale davelopment, including limited 
production, may be approved when the agency's mission need 
and program objectives are reaffirmed and competitive 
demonstration results verify that the chosen system design 
concept(s) is sound. 


_ b. Full production may he approved when the agency's 
mission need and program objectives are reaffirmed and when 


system performance has been satisfactorily tested, 
independent of the agency development and user 
Organizations, and evaluated in an environment that assures 
Jemonstration in expected operational conditions. 


Exceptions to independent testing may be authorized by the 
agency head under such circumstances as physical or 
financial impracticability or extreme urgency. 


c. Selection of a system(s) and contractor(s) for full- 
Scale development and production is to be made on the basis 
of (1) system performance measured against current mission 
need and program objectives, (2) an evaluation of estimated 
acquisition and ownership costs, and (3) such factors as 
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contractor (s) demonstrated management, financial, and 
technical capabilities to meet program objectives. 


a. The program manager will monitor system tests 9 and 
contractor progress in fulfilling system performance, cost, 
and schedule commitments. Significant actual or forecast 
variances will be brought to the attention of the 
appropriate management authority for corrective action. 


14. Budgeting and financing. Beginning with FY 1979 all 
agencies will, as part of the budget process, present 
kudgets in terms of agency missions in consonance with 
Section 201(i) cf the Budget and Accounting Act, 1921, as 
added by Section 601 of the Congressional Budget Act of 
1974, and in accordance with OMB Circular A-1ll. In so 
dcing, the agencies are desired to separately identify 
research and development funding for: (1) The general 
technology base in support of the agency's overall missions, 
(2) The specific development efforts tn SUPpeLrL of 
alternative System design concepts to accomplish each 
mission need, and (3) Full-scale developmenit:s. Each agency 
should ensure that research and develcpment 1s not 
undesirably duplicated across its missions. 


mo. Information Eoueconag ress. 


a. Procedures for this purpose will be developed in 
conjunction with the Office of Management and Budget and the 
various committees of Congress having oversight 
responsibility for agency activities. Beginning with FY 
mmo budget each agency will inform Congress in the normal 
bucget process about agency missions, Carbabl eles, 
deficiencies, and needs and objectives related to 
acquisition programs, in consonance with Section 601(i) of 
the Congressional Budget Act of 1974. 


b. Disciosure of the basis for an agency decision to 
proceed with a Single system design concept without 
competitive selection and demonstration will be made to the 
congressional euthorization and appropriation committees. 


lé. Implementation. All agencies will work closely with the 
Office ot Management and Budget. in resolving Sila 
implementation problems. 


fee Submissions to One iE si eya ae Management and Budget. 
Agencies wiil submit the following to OMB: 


(No. A-109) 


Low 





12 


a. Policy directives, regulations, and guidelines as 
they are issued. 


b. Within six months after the date of this Circular, a 
time-phased action plan for meeting the requirements of this 
G@ercular. 


ee Periodically, the agency approved exceptions 
permitted under the provisions of this Circular. 


This information will be used by the OMB, in iGentifying 
major system acquisition trends and in Meni coring 
implementations of this policy. 


i Inquiries. All questions or inquiries should be 
submitte to the OMB, Administrator for Federal Procurement 
Policy. Telephone number, area code, 202-395-4677. 





APPENDIX 4H 
Sn wow oF Ole GERCULAR A=109 IN 
DEPARIMENT OF DEFENSE 
ifcmioblonwingGmbetrzer from Senator John L. McClellan, 
Chairman of the Senate Armed Services Committee, to 
Memorable Robert Parker, acting director of DDR&SE, regard- 
Mag the Status of Several DOD programs in compliance with 
memec @ectlar A-109, 1S an indication of the top level 
Interest of the legislative and executive branches. The 
letter is followed by two enclosures, one with questions 
megarding A=-109 compliance and the other a list of DOD 
programs in question. Following the enclosures is OFPP's 


interpretation of DDR&E's response. 


Soh, 





March 17, 1977 


The Honorable Robert Parker 

Acting Direccor of Defense Research and 
Engineering 

Department of Defense 

Washington, D. Cc. 20391 


Dear Mr. Parker: 


As you are Qware, the Defense Department is in the Proceas 
of putting into effecc new Weapons acquisition policies to comply 
with che requirements of Office of Management and Budget Cireular 
A-109, issued last year. New DoD Directives 5900.1, 5009.2 and 5000.3 
have beeg issued, and both former Secretary Clemeata and Secretary 
Brown have indicated Che policies would be implemencrad with new 
Programs beginning in Oe: . 


In order 6o0r the Conmittee to fully consider the FY 19798 . 
budget request, we would like to assess whether or not nav Prograns 
are being conducted in compliance with the requirenents of 
Circular A-109. In scneral, all new starts contained in the Fy 1978 
budeac Tequest, or those ac an early stage, should be conducted in 
accordance with the new policies, Attached, however, is a sample 
list of specific Prosrams which che Committee would like CO examine, 


For each of the programs on the attached lisc, it would be 
helpful cto the Commitree's deliberarions if you would provide writcean 
replies to the attached set of quesciona. 


We would apprecin e havirr your Tesponses within th‘*xty 


vaya. 
With kind regurdsa, I am 
Sincerely, 
VavA 
John L. ilkeClellan 
Chairman 
JIMza jm 


AS 8} 





CUS so eo oweenweEacH PROGRAIT ON A-109 COMPLIANCE 





General: 


a) 


(b) 


Mission Need: 


(2) (a) 


(b) 


Has the program office been instructed to 
Conply wrth the provisions of A-109 and 
DiaaeekvesmoogU.. and SO0OO00.2? When, by 
Wem, in What form 7 


Have program personnel been briefed on A-109 
requirements and revisions to Directives 
NOOO and. SOOO. 2? 


Has the Office of the Secretary of Defense 
Gonducted the equivalent of a "Milestone- 
Teme 8decelston tO Contixrm the need for 
increased mission capability? When, by 
whom, in what form? 


Has a Mission Element Need Statement (MENS) 
been prepared and approved? If not, when? 


(3) Has the committee received a complete mission 
Mictimnwecation fOr ethis program Or activity ? 


(a) 


(b) 


(ees) 


(di) 


Viiltomqeneritecmn ind Of Mission capability is 
being sought 7 


Under what scenarios would the mission capa- 
bility be used and where? 


How do threat projections and defense 
strategy combine to reguire increased 
MUSs lon capability? 
Wnat other program activities are underway 
Wien vwOuLdwalsO COoncribute to this mission 
capability (complete lists): 

(i) RDT&E programs 


(ies) Procurement programs 


bela 





Sompetrei1on and source Selection: 


(9) 


(5) 


(6) 


(7) 


(8) 


Has (will) the program presented industry with 

a mission-based RFP, with free latitude to 
propose system concepts, technological approaches 
and design features? 


PLM aecaan semuecturbed £O Maintain the inde- 
pendent integrity of each proposed alternative 
Sicmicmmole ememcemmon System design features 
in a baseline system requirement? 


Is the program structured to permit sustained, 
incremental development competition in order to 
test, evaluate and eliminate less attractive 
alternatives? 


ri thempeogram structured to lead to the compe- 
titive system demonstration of remaining con- 
tractors in an operational mission environment? 
PrieimPcem mesOmtecec CONS esalntS appear to preclude 
competitive system demonstration, will competi- 
tion be extended to the maximum extent and formal 
NoOGLEneca Tene benwoGglven GOethe Committee as to why 
source selection cannot rest on system demonstra- 
eoHlon gh 


Are there any provisions of Circular A-109 that 
the program will not comply with as it moves 
heonvamacdaetrom lLts current status? 





ARMY PROGRAMS 


S53 19A 
63602A 
63624A 
S3301A 
63612A 
63 303A 
37 25A 


NAVY PROGRAMS 


55 011M 
55 3 10N 
So51i1t 
oe 360 5M 
63564N 
S3309N 
653265N 
63306N 
6525/N 
63264N 
63369N 
63610N 
63763N 
64265N 
eee LSh 
63254N 
ErO}. 


SenvenetonaileAirfield Attack Missile (CAAM) 
Advanced Land Mobility System Concepts 

Mobil itey 

Advanced Forward Area Air Defense Systen 
Advanced Multi-Purpose Missile System (AMPM) 
Surface-to-Surface Missile Rocket System 
Remotely Piloted Vehicles/Drones 


Landing Vehicle Assault 

Surface-to-Surface Missile Development 

Integral Rocket Ramjet 

Surface Anti~Submarine Warfare Standoff Weapon 
Ship Development (Advanced) 

Shipboard Intermediate Range Combat System (SIRCS) 
Remote Piloted Vehicles 

Advanced Air Launched Air-to~-Surface Msl System 
V/STOL Aircraft Development 

All-Weather Attack 

Air~to-Ground Standoff Weapons 

Advanced ASW Torpedo 

Aerospace Ocean Surveillance 

CH~-53F 

Land=~Based Support Aircraft (Advanced) 

Air Anti-Submarine Warfare 


WO472-AS Advanced ASW Patrol Aircraft Weapon System 


AIR FORCE PROGRAMS 


5S a 
63739F 
63242F 
63439F 
oa312F 
Se SOF 
63304F 
5) 2) Sey 
Se2209F 


Advanced Simulator Development 

Advanced Drone/RPV Development 

Mavaneced Enecercpetor Technolgoy 

Advanced Space Applications Program 

i= 

Combatant trecrart Techanoldqoy 

Within Visual Range Air-to-Air Missile 

Advanced Medium Range Air-to-Air Missile (AMRAAM) 
ey os 


ee 


Nine programs are technology base efforts and may not 
result in a major system acquisition: 


637258 
©) 2) eon 
©) 6) 16S e 
62227 F 
63206N 
63602A 
632425 
68439 
63564N 


Remotely Piloted Vehicles/Drones 
Remotely Piloted Vehicles 

Advanced Brone/RPV Development 
Advanced Simulator Development 
Advanced Air-Launched ASM System 
Advanced Land Mobility System Concepts 
Advanced Interceptor Technology 
Advanced Space Application Program 
Advanced Ship Development 


SeeeCr tne 52 (eroduams are not considred to be “major” 
programs by Defense: 


S25 194 
632 4N 
O23 09N 
e3310N 
So 3265N 
63624A 


CeonventtonalyArrrield Attack Missile 
All-Weather Attack-Interdiction 
Air-to-Ground Standoff Weapon 
SuUMmtacewto~surrace Missile Development 
Surface ASW Standoff Weapon 

Mobility 


Four of the 32 programs, even though considered to be 


Bina FOr" 


programs by Defense, will not comply with A-109 


because they have already passed Milestones I and II: 


64312F 
SSsSOla 
63303A 
64265N 


ale 8 

Advanced Forward Area Air Defense System 
General Support Rocket System 

CHSSr 


ioe 





Eee teeocumcne oc programs will follow A=-109 with no 
exceptions: 


63612A 
SoollN 
65204E 
Bo 2505 
e42Z209F 
6e219N 
Bo257N 
5) SLONEDN 


Advanced Multi-Purpose Missile System 
Landing Vehicle Assault 

Within Visual Range Air-to-Air Missiles 
Cotivarmatecmart Technology 

RF -X 

Land-Base Support Aircraft 

V/STOL Alveratt Development 

SIRCS 


rivet mr hems cmOrogbanlan ame not golnggte, be fully com- 


pliant with A-109, 


even though no DSARC decisions have 


been made and no RFP's have been issued to industry: 


eos lor 
63254N 
Go 63N 
63610N 


Joint Beyond Visual Range Missle 
Air ASW 

Aerospace Ocean Surveillance 
Advanced ASW Torpedo 


o> 
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APPENDIX J 


5 by SR ae ey ae ieee ANY 
Ve Be ee my hy c 2 Cis 
ew Les woe 72 
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. “= eo) Veer Ou 


MON Ors. vic ieee a chilies, Jr. 
meee = SCN LG 

¢ 

r4 


er e 
oo, LD. on 


‘ 5 ~ 
nied S 
. ee 


7? 


nce with your request, this letter confirms 


me 2cce 
moe have given you on the telephone that ee 


MeeesSurances TIT ki 
BE Derarwicnt supports and will continue to support using 
Meeprocedurces of Oln Circular Peai@cmeacneraliyosand Sipports 
mee SC MOSt Soesca tical yin Lie Snes cOcrein. There are 
eny food reasons why these procedures are appropriate LOG 
Memecrogram. Furvther, inecmuch as this program has, iron 
he bezinning, been advertised as an POG Program (te 

men the Beecascue fo industry), Mepeclicvercie program 
Mea cf # 

reasons 1% 
Meecuiar ; 
Mmonciv 


re 
S 


i ed by the Congress, and Memeo eles Liduser 

MMM pecn stirticipating in good faith in CiwesrortOrt, Lor 
feeecangeress. to. direct termination of the process already begun 
More an essessment of progress 1s even Roar le wild be Seen 
M@emany 2s breaking faith with both industry ,and the Navy. 


Iam further distr2ssed that the reason given in the 
Memperence report for directing deviation from the A-109 
rocecdures seems to be tased on a misunderstanding about 
pe Navy's flexitility in the SIRCS program. The enclosed 
Ment paper Giscusses tnis point in more detail. 


I understand that. you are now considering Waelage Coe 
lperam because of the directed deviation from A-109 
rocedures. I would hope that you could find, instead, 
Mey tO correct the situation so Biawetne Nave might 
Meceeag lezally in the letter and Seiie of A-109, perhaps 
Weappropriate superseding language in Eien oemebllat 1 Oils 
mm? Tf would welcome an opportunity to discuss this 
further with you, with the Chairman of Pie oOeOor hations 
Y the Authorization Committees, or with anyone else you 
fgeve misht assist you in rectifying the Sievarlou . 


Sinecrely ; 


v 


W. Graham Claytor, Jr. 


oo ° 
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MeDUSLTONS: 


ae 2 @ oa’ 
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Cc > pias aCe 


we Lb oe , 


2a ve WS 9. Fi 


eerie Wore e mer me accuracy or the langucae¢e 

tnee Imrie 2O Uune Bea Congressional RecCOrs 
i 
Ss 


mouse Conrerees concerning A-1G9 implications 


ream aS presently structured the 
select the most CGesirable components 
Senecatcousm one wOuld have £o fund 


3 Bg 
continued cevelesment of SE) Orns ENS Systems or 
mVOuommenc Fires COnueractcns. Congressional 
Reeoum—mmoluse, 2O une 1977, pece H6203., (r2B a) 


to date has been to evaluate the total 
2p eeaecneOneGsac.uor end to SELEGe £Or 
: IPT EWO CONERacCeoOr concepts that best 

he missicn neea. 


meena? Sp be 


° The Navy in STRCS is deliberately seeking to 
eee ee SV See seewet tam Individual conponen=s. 
GSeme-eteive Cevel@ement Cl this total svsten seeks 
Bema nee cOoUCeao2 Lity end. aftrordability. 


° Navy's compliance with the spirit of the Commission 
STecevermmenecerrocuremernc and Circular No. A-109 has 
See emerCcurd Cersistent with the commission's intent. 
(GAO Report of 24 Jan 77) 


© Contractual matters between the Navy and SIRCS 
Genmeraceonus exe handled in the same fashion as with 
Seon ago vermment CONCracCcs. 


° The statement in the Congressional Record as it 
Moweseames 15 imaccunete. Alth©ugh under the present 
Peo comaciunsi ton DPlanewne selection of indivicual 
Senenecros COmeOonents 1S Specifically planned, the 
Navy can select the most CGesirable components from 
DecmulceWcimcOntractors tO formuzaete the optimum 
PeReommorevicca Such components selected are not 
PeOoemrerarnye Such selected coiponents would be 

Se Teeeccw cnn the winning Contractor's total 
system design. 

BiiemalOve 15 OSeretive £Oor component Selection 
after a validation pnase winner has been established. 
DeveGrememeo: COM -Gnents from among OLferors prior 
BoOmuceucliaieron: 1S inconsistent with A-109. 


APPENDIX K 
SURCS 


LABORATORY-ASSIGNED RESPONSIBILITILS 


EEE nl 


O° 0 0 0 0 0 Oremus © 


000 0 


Principal 


Responsibility 
NSWC 


Combat System Engineering 
Combat System Integration 
Warfare Analysis 

System Simulation 

Cost Engineering 

Combat System Software 
Comnpucers 

Suns SYSctems 

Gun Fire Contzol 

EO Fire Control (SEAFIRE) 
Guided and Unguided Projectiles 
Combat System Configuration Management 


NWC 
Missile Systems 
Milsesrle Technology 
Missile Launchers 
Missile Fire Control 
NOSC 


Command and Control 
Communications 
NEDSS, LDS 


ON 


Associate 


Responsibility 


0000000000000 


99090000000 0 


O80 0-0 0 © 0 0 OFC 


EO Technology 

Missile Systems 
Missile Launchers 
System Sensors 
Command and Control 
Missile Fire Control 
NTDS, TDS 

Support & Maintenance 
Technical Evaluation 
Test Planning 

Ship Installation 
Adversary Developments 
Responsive Threats 


Combat System Engineering 
Combat System Integration 
Sensor Systems 

Cost Engineering 

Warfare Analysis 
Simulation 

Technical Evaluation 

Test Planning 

BRdversary Developments 
Responsive Threats 


EO Technology 

Combat System Integration 
EW Systems 
Computers 

Symulat LOM 

System Software 

Radar 

Tochnical Evaluation 

Ghip. instal latron 
Adversary Developments 


- LABORATORY-ASSIGNED RESPONSIBILITIES 
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Principal 
' Responsibility 


Sensor Systems 
Radars 

EW 

EO Technology 


Sappert & Maintenance 
Gecanical Evaluation 
mes. Planning 

Ship Installation 


Adversary Developments 
Responsive Threats 
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Responsibility | 


EO Pire Control 
Simulations 

Technical Evaluation 
Adversary Developments 


Guided & Unguided Projectiles 


Missile Systems 

Viaarfare Analysis 
Simulation 

Combat System Engineering 
Configuration Management. 
Adversary Developments 
Gun Systems 

Gun Fire Control 


Missile Systems 

Combat System Engineering 
Warfare Analysis 

Radar 

Simulation 

LDS 

Combat System Integration 
Software 

Missile Technology 

Pos casl om ine Control! 
Communications 

NTOS,-. 10S 

Technical Evaluation 
Guoeoystens 

Gun Fire Control 


BIRCS 
LABORATORY 
RESPONSIBILITY MATRIX 
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Combat System Engineering 
Combat System Integration 
Warfare Analysis | 
System Simulations 

Cost Engineering 

Combat System Software | 
Computers . 
Gun Systems . 

Gun Fire Control 

EO Fire Control (SEAPIRE) 
Guided & Unguided Projectiles 


Combat System Configuration Mgmt. 


Missile Systems 

Missile Technology 
Missile Launchers 
Missile Riuss Compas 
Command and Control 
Communications 

oes, TDS 

Sensor Systems 

Radars a ‘ 
BW | 

EO Technology 

Support and Maintenance 
Technical Evaluation 
Test Planning . 

Ship fecal lation 
Adversary Developments 


Responsive Threats 
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APPENDIX M 
DESCRIPTION OF GOVERNMENT-FURNISHED INFORMATION 


Operational Requirement Expansion--details require- 
ments, provides a basis for weapon performance 
trade-offs, and discusses costing philosophy. 


Threat and Target Baseline--describes representa- 
tive threats and targets to be used in SIRCS design 
aieemeoroateetng system performance. 


Environment Baseline--identifies and defines certain 
physical environmental Bacrorea , alscusses electro= 
magnetic compatibility requirements, and includes 

a discussion of related military standards. 


Platform Baseline--describes the flow of command 
and physical and other characteristics of represent- 
ative shtos whieh are candidates to receive SIRCS. 


MEsecrmieaponmocystem Baseline--aetails all elements 
of surface- and air-related ccmbat systems projected 


for the fleet. 


Fleet Composition Baseline--lists ships and combat 
systems planned to be in service. 


Cost Analysis Guide--provides common definitions, 


Assume oOns, sama tormats fOr COntractor cost analysis. 


The Cost Analysis Guide focuses on “design-to-cost" 
and "life=-cycle-cost" concepts and emphasizes the 
mmpOLecance OL COST. 


Scenario Baseline--is a set of detailed scenarios 
for use in comprehensive evaluation of proposed 
Sy Seems. 


Navy T&E [test and evaluation]/Target/Range Resource 
Baseline--describes test and evaluation resources 

Bu ealem rt OmncOncepe Validation and full-scale 
development of SIRCS. 


ChniGovemniment=Lurmusmed information) Library-- 
timciluces additional relevant inrormation and 
regulations and will be updated periodically. 


APPENDIX N 

EVALUATION CRITERIA 

imo mem@mteritaerG>s CValuatilon Shall consist of, in decreas- 
ing order of importance, a System Concept Factor, a Valida- 
tion Phase Plan Factor, and a Validation Phase Cost Factor. 
A. Sool eM CONCEPT FPACTOR 

The SIRCS Concept proposed by the contractor will be 
evaluated in terms of the degree to which, in the judgment 
Prewehne Government, it offers a technically and militarily 
sound, affordable and cost-effective method of achieving the 
goals set forth in the Operational Requirement (ORSH44) and 
Pmemotier requirements of the Concept Formulation contract. 
Three elements will be considered: Syseon Mali taryveWworeh, 
System Cost, and Developmental Risk. System Military Worth 
and System Cost are of equal importance and each is of 
Greater importance than Development Risk. 

ime system Military Worth 

The purpose of this element is to evaluate the merit 
Pemecme COntractor*s proposed concept from a technical and 
fembitary OOint of View. The following will be considered. 
sub-elements a and b are of equal importance and each is of 
Greater importance than each of the other sub-elements, all 
Smeevynhich are of equal importance. 

a. The degree to which the proposed system can be 
expected to meet the requirements for separate engagements 
Mamet ne air, Surface, and shore warfare areas, and for simul- 
taneous engagements in all warfare areas (as specified in the 


PR and OR Expansion). 


ZOG 


b. The degree to which the proposed system can be 
expected to meet the requirements, specified in the OR and 
the OR Expansion, for each of the five baseline platforms. 

CPN ete weno ernemecontractor’s 1dentification and 
trade-offs of real world considerations, such as weapon sys- 
mem pertLormance, schedule, technology, environment, cost, 

RMA, ship integration, system support and manpower, and risk, 
Mmeed in developing his SIRCS Concept. 

d. The degree to which the proposed system can be 
expected to meet the availability requirements in the OR and 
OR expansion; and the merit of the contractor's proposed 
ifewiability program. 

SPE ecenet Lt Onesctie Proposed Salpboard manning concept. 

i tem Gite mOn Ne We COME ractOr’s modularity concept. 

(tome lemor Ene Comeractor’s installation concept. 

Wa ne mebIt Or the contractor*’s platform considera= 
mrons concept. 

1. The merit of the contractor's maintenance and 
Sippert concept (maintenance engineering, system support 
Bemamnning, and system safety). 

ine tes grOwch potential of the proposed system. 

ee iiemiialthynworetne system specifications submitted 
mereecach platform type. 

2s system Cost 

Paemeoleeoscmor Chis element 1s to evaluate the total 
Mmese cycle cost to the Navy of acquiring and operating the 
Syoceem proposed by the contractor. The following sub-elements 


eeeceall of equal importance. 
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a. The affordability of the proposed system as re- 
Ppeeced in tts life cycle cost. In making this determina- 
tion the realism, soundness, and credibility of the contrac- 
mor's Life cycle cost estimate will be taken into account. 

De Uimommetint OL Ene contractor's analysis, and the 
results thereof, of the sensitivity of the proposed system 
momvarilations in funding available for the program. 

oan Theswmertc Of the contractor's recommended DTC 
goals and the rationale therefor. 

(ee liiemiteonitcrOr “the COntractor*s trade-off studies 
made in optimizing system LCC effectiveness. 

See viicmaed see iO whien the contractor's proposed 
Management techniques, procedures, and schedule alternatives 
paceesystems for implementation and control of the DTC effort 
can be expected to minimize the chance of cost overrun and 
Maximize the probability of achievement of an affordable 
System. 

oar DevewoumMental Risk 

The purpose of this element is to assess the degree 
to which the contractor's proposed system is likely to achieve 
Mmompredicted performance within the predicted cost and 
schedule goals. The following sub-elements, all of which are 
Seecqual importance, will be considered. 

a. The degree of rish associated with the proposed 
system, In making this determination the realism, soundness, 
Paceeredibility of the contractor's assessment of risk will 


Memeeaken into account. 


Ia a SC‘ ) O22 _ 








WeeUnomiecGirmOr the "contractor's approach to mini- 
mize risk and uncertainty associated with the recommended 
System. 

Gee tiesmeslc OL the cOntractor‘s proposed Test, 
Bvaluatlon, and Demonstration program. 

dad. The merit of the proposed alternatives to be 
implemented in the event of non-success of the higher-risk 


items in the recommended system/subsystems. 


Bs VALIDATION PHASE PLAN FACTOR 
The contractor's Validation Phase Plan will be evaluated 
Maeterms Of the degree to which it offers a technically 
mea and practical method for demonstrating the validity 
mmoeviability Of the proposed system concept during the 
Validation Phase of SIRCS development. Two elements in 
@escending order of importance, will be considered: Techni- 
cal and Management. 
ite Lechnica l 
The purpose of this element is to evaluate the con- 
tractor's plan to evolve a system design and to demonstrate 
mat his design will perform as predicted. iiewencdhp roduc es 
Mt be a set of Specifications which will provide a basis 
for proceeding into the engineering development phase with 
confidence. The following sub-elements, all of equal im- 
memaeance, will be considered. 
a. The degree to which the Validation Phase Plan 


can be expected to result in the development of specifications 
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for the system and major subsystems in accordance with MIL- 
STD-490 and the degree to which that specification can be 
pegoeeteadnte OrOvVide a SOund basis for proceeding to Full 
Scale Development. 

Dee Diem raceicality and the efficacy of the exper- 
iments that the contractor proposes be performed during the 
Validation Phase and the degree to which these proposed 
experiments can be expected to prove the validity of the 
meoposed concept. 

(oe iitemwme@ilt@r tne contractor*s proposed schedule 
for the Validation Phase. 

Zee Management 

fae wrollewing Ltems, Of equal importance, will be 
considered. 

a. The degree of control to be exercised by the 
project manager over the Validation Phase effort, including 
Sub-contractors, and his relation to corporate top manage- 
Herr c . 

b. The degree to which company facilities will be 
mre available including the type and security thereof. 

c. The degree to which project personnel are 
miemcified, including their authority, responsibility, and 
momation to the project manager. 

Gitomer tt Or “Ehe proposed work breakdown structure. 

©. The acceptability of the contractor's approach 
Memmeeting the objectives of DOD Instruction 7000.2, "Per- 


formance Measurement for Selected Acquisitions." 


ia) 








f. The merit of the proposed plan for implementa- 
elon Of Design—-to-cost during the Validation Phase. ~ 

g. The merit of the proposed approach to interface 
Semrrol and cOnftlLgGUration management. 

DeeilcanieG Glee Oemtne  COnNEractor’s proposed approach 
to data management. 

Mo Men ine ert mon erie sCONtractor'’s identification, 


discussion, and proposed solutions to management, schedule, 


and cost problems which may occur during the Validation Phase. 


eo. VAG rE pATLON PHASE COST/FEE 

The cost (including fee) to the Government of the 
Validation Phase shall be the third factor. In evaluating 
MmenOLferor*s proposal, his proposed estimated cost and the 
realism, reasonableness and validity SRemaok shall be taken 


mmco account. 





APPENDIX O 


SHIPBOARD INTERMEDIATE RANGE COMBAT SYSTEM 
’ VALIDATION PHASE TECHNICAL STRATEGY ; 


INTRODUCTION 


This paper defines the overall technical strategy to be employed 
by the SIRCS Program Office during the Validation Phase of the system. 
The strategy is expressed through a consideration of three points: 
Validation Phase Objective, Management Responsibilities, and the Vali- 
mation Phase Proposal. aa 


SBIECTIVE 


1 


The technical objective of the SIRCS Validation Phase is to re- 
duce system risk to a level acceptable to the Navy and sufficient to 
proceed to Milestone II. To achieve adequate risk reduction, system 
demonstration will be required. This is essential in view of the fact 
that the system level requirements necessitate consideration of the 
component integration and combat management as critical elements. 

This objective is also in keeping with the current, and future, eval- 
uation philosophy of measuring worth relative to the total system per- 
formance. 


¢ 


The system demonstration will be comprised of verification of the 
total system: surveillance, detection and identification, management, 
control and engagement, including both software and hardware. The 
demonstration must be composed, at a minimum, of a system operational 
effectiveness simulation based on actual tests of all new items, data 
provided by the Navy on all components not under Contractor control, 
and all major software algorithms. 


The system demonstration will be conducted at a Navy Land-Base 
Test Site, as will all subsystem level tests providing data to the 
system demonstration. A single LBTS will be provided for use by both 
SIRCS Contractors to use. This site will be the primary location for 
poee GFE. 
MANAGEMENT 


Responsibilities will be divided between the Navy and the SIRCS 
Monttractors as outlined below. 


The Navy will be responsible for the following: 
« Specify system cost/performance requirements; 


s Approve all system level cost/performance changes pro- 
posed by Contractor that exceeds agreed-upon limits; 


a Define system demonstration model; 


Zee 





Approve all test plans; 


° 


Accept results of: all system demonstrations, subsys- 
tem tests and critical item tests; 


Provide guidance, as required, on operational matters 
such as: 


- Integration requirements, 


= Tactiecalawdocerine, 


- System interface configuration, 

- Manning and training, 

- Funding/budgeting levels, 

GFI maintenance} 

EBis location, design, construction, and operation; 


Monitor on-going DOD programs impacting SIRCS. 


The Contractor will be responsible for: 


System design; 


“System fabrication; 


Propose and manage test plans and schedules; 
Sem ave of tests; 

Analysis and report of tests; 

Analysis of: 

- System operational effectiveness, 

- Integration and installation plans, 


- Reliability, maintainability, and availability 
requirements, 


- Hazards, safety, and human factors, 


- Life-cycle cost/design-to-cost, 


- Risk, 





~ Manning and training requirements, 
- Documentation, 

° System specification, 

* Cost/performance status reports. 


PROPOSAL 


The Validation Phase Proposal will contain a COM caectual) Goetnene 
between the Navy and the Contractor that clearly and explicitly ex 
fines the job to be accomplished. It will clearly show the overall 
objective of the Tet ionminase ma he. wi li detail respective respon 
sibilities of the Navy and SReGonewector- ele will provide a statc- 
ment of work that includes Speci edi 7 defined guantifiable objec- 
tives, together with appropriate milestones that can be directly mea- 
sured. It will be constructed in accordance with the Work Breakdown 
Structure. The proposal will define the evolution of the System Speci 
fications during the Validation Phase. 


The statement of work will be developed through an iniormal imeer 
active working relationship between the SIRCS Program Office and the 
bueres Contractors. 


Zee 
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HOUSE OF REPRESENTATIVES 
95TH CONGRESS 
1ST SESSION 
REPORT NO. 95-194 


SHIPBOARD INTERMEDIATE RANGE COMBAT SYSTEM (SIRCS) 


Committee Recommendation 


The committee recommends deletion of the Navy's entire request for 
$3.894 million. 


Basis for Committee Action 


The Shipboard Intermediate Range Combat System is intended to provide the 
Navy with an intermediate range, combat system capable of engaging ships, air- 
craft and incoming missiles. 


The committee has, during the past several years, expressed serious 
concern over the Navy's lack of weapon control capability that in many instances 
severely constrains offensive strike capability. Industry and government labora- 
tories have developed excellent sensors such as detection radars, tracking radars, 
infrared tracking sensors, computers, stabilization systems, gun mounts and 
missile launchers and numerous other subsystems that can be combined to replace 
the current inventory of incapable weapon control systems within a brief period 
of time and at a reasonably low cost. The SIRCS would not provide improved 
weapon control capability for many years to come. Navy cost estimates to reach 
an initial operational capability with SIRCS total over $650 million. 


Navy representatives repeatedly have stated that other high priority 
programs in the Navy preclude near term weapon control improvement efforts. 
The committee is concerned that the Department of Defense would allow the poor 
State of weapon control to continue into the next decade in order to fund a 
System that is many years in the future. This philosophy could be understood 
in the absence of solutions to the current problem; however, hardware exists, 
solutions exist and the cost of these solutions is practical and affordable. 


The projected cost of SIRCS is also difficult to comprehend. The AEGIS 


System, a more complex, long range system, was developed for a fraction of the 
proposed cost of the SIRCS. 
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SENATE ARMED SERVICES COMMITTEE OBSERVATIONS 
ON MULTI-SERVICE PROGRAMS - MAY 1977 


COMMITTEE OBSERVATIONS ON MULTISERVICE 
PROGRAMS 


Air-to-Air Missiles 
Current Budget Program 


The Air Force, Navy, and Marine Corps fighter aircraft currently operate 
with three types of air-to-air missiles; the short range dogfight Sidewinder 
heat-seeking missile; the medium range all-weather Sparrow radar-guided missile; 
and the long range Phoenix interceptor missile (presently used only on the Navy 
F-14). The “Sea Sparrow" also is used as a surface-to-air missile on Navy 
ships, and a variant of the Sidewinder is used as a SAM missile by the Army. 


The committee recommends approval of the procurement requests for Sidewinder, 
Sparrow, and Phoenix. 


Research and development requests for fiscal year 1978 for air-to-air 
missiles include $5.9 million for improvements to the -9L Sidewinder plus $5.9 
Million for a new dogfight missile to replace the Sidewinder; $18.9 million for is” 
an Advanced Monopulse Seeker for the Sparrow, $6.4 million for the NATO Sea — 
Sparrow, plus $23.6 million for a new Advanced Medium Range Air-to-Air Missile 
(AMRAAM) to replace the Sparrow; $7.1 million for Phoenix improvements; and 
$3.9 million for studies of a Shipboard Intermediate Range Combat System (SIRCS) 
program for the Navy which would include a new missile to replace the Sea Sparrow. 
There also is general supporting technology effort for an Advanced Intercept 
Missile (AIM), which would replace the Phoenix and which could be used by both 
the Air Force and Navy, although no specific program has been started yet. In 
Summary, there are product improvement efforts on the existing missiles and also 
funding on replacement programs for all of the existing missiles. 


Committee Considerations 


The committee believes that the status of the present air-to-air missile 
programs is quite encouraging. 


The Sidewinder-9L is proving in operational tests to be a superior weapons 
System. Both the Air Force and Navy are procuring this missile in common after 
years of using different versions of the basic Sidewinder. 


The Sparrow missile has known and much-publicized operational shortcomings 
in its present-7F seeker, but competitive prototype tests of the new monopulse 
Seeker have been extremely favorable. The monopulse Sparrow promises to be a 
Superior missile for the 1980s time period. Both the Air Force and Navy will use 
the monopulse Sparrow, which will retain commonality in their medium range 
inventory. 


The Phoenix has been extremely successful in operational trials to date 
and the improvement program should make it better. 
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Committee Recommendations 


The committee is concerned that the proposed new development programs 
could lead to a proliferation of different missile types in the 1980s, as con- 
trasted to present use of 3 basic designs. Proliferation of air-to-ground weapons 
has been a problem in the past and potentially it could occur with air-to-air 
missiles. 


The committee recommends that careful analyses of presently on-going 
operational tests on dogfight missiles (called AIMVAL/ACEVAL) be completed to 
determine if any new program is warranted or if the -9L should be further inm- 
proved. The committee deleted the $3.9 million requested for a new program as 
being premature, and further insists that any new dogfight missile be used in 
common by both the Air Force and Navy and be jointly funded. 


The committee believes that the request to start AMRAAM prototypes this 
year also is premature and deleted the $23.6 million requested. The implied 
requirements for 2 new missiles to replace the Sparrow (AMRAAM and SIRCS) should 
be re-evaluated during the coming year, as should the possibility of combining 
the AIM Intercept Missile into the Sparrow replacement. There ioe oS 0 meron 
carry-over available from fiscal year 1977 in the AMRAAM account that can be 
used for this purpose, as well as the SIRCS funds approved by the committee. 


The committee also recommends that the Department of Defense re-evaluate 
the use of the present -9L Sidewinder fuse to see if lower cost fuses such as 
the Army's DIDO might not be more cost-effective. 








CONGRESSIONAL RECORD - SENATE 
May 17, 1977 
SHIPBOARD INTERMEDIATE RANGE COMBAT SYSTEM (SIRCS) 


The Navy requested $3.9 million to continue development of the Shipboard 
Intermediate Range Combat System (SIRCS), an advanced shipboard close-in air 
defense and fire control system for the early 1990's. The House deleted all 
of the authorization, expressing concern over the high development cost for 
SIRCS which apparently would be funded at the expense of near and intermediate 
term improvements to Navy fire control systems. The Senate added $13.0 million 
to the budget request in a floor amendment, providing $3.0 million for the 
Advanced Medium Range Air-to-Air Missile (AMRAAM) commonality studies and $13.9 
million for the SIRCS program contract efforts. 
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CONGRESSIONAL RECORD - HOUSE 


June, 2ZOnms 77 


Sec. 203. Of the funds authorized to be appropriated under Section 201 
for the Navy (including the Marine Corps) for research, development, test, and 
evaluation, an amount not to exceed $3,894,000 shall be available only for (1) 
defining a set of design specifications for the Shipboard Intermediate Range 
Combat System (SIRCS) program, and (2) conducting an open competition, to be 
conducted after such design specifications have been defined and to be based 
on such specifications, to select a contractor or contractors for the advanced 
development phase of such program. In developing such design specifications, 
the Secretary of the Navy shall include the best features of the designs devel- 
oped by the three contractors which have been selected for the program before 
the date of enactment of this Act and such other features as the Secretary 
considers appropriate. A contract entered into under the competition required 
by this section may be for development of the entire system or for development 
of any independent subsection of the system. 
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CONGRESSIONAL RECORD - HOUSE 


June 20) 1977 


Shipboard Intermediate Range Combat System (SIRCS) — 


The Navy requested $3.9 million to continue development of the Shipboard 
Intermediate Range Combat System (SIRCS), an advanced shipboard close-in air 
defense and fire control system for the early 1990's. The House deleted all of 
the authorization, expressing concern over the high development cost for SIRCS 
which apparently would be funded at the expense of near and intermediate term 
improvements to Navy fire control systems. The Senate added $13.0 million to 
the budget request in a floor amendment, providing $3.0 million for the Advanced 
Medium Range Air-to-Air Missile (AMRAAM) commonality studies and $13.9 million 
foresee SLRCS program contract efforts. 


The SIRCS program has followed the acquisition strategy of the Office of 
Management and Budget Circular A-109 and intends that two contractors be funded 
to build competitive prototypes of a new radar and new missile integrated with a 
fire-control computer system for shipboard use. The Navy presently is evaluat- 
ing proposals submitted by three separate contractors for these components. 

Under the program as presently structured the Navy could not select the most 
desirable components from individual contractors but would have to fund continued 
development of the complete systems of two of the three contractors. This acqui- 
sition approach could cause continued development of less than optimum subsystems, 
a factor which exposes a potential shortcoming of the development procedures of 
OMB Circular A-109. Consequently the House conferees emphasize that the language 
specified in Sec. 203 is a clear intent to exclude SIRCS from the A~-109 process 
and made the funding authorized contingent upon this condition. 


The conferees agreed that the next step in the SIRCS program is for the Navy 
to define a "baseline" design containing the best features contained in, but not 
iimeeecd) to, three funded contractors; and that the baseline SIRCS is to be submit- 
ted for open competition for the advanced development phase. Under this procedure 
the Navy has the flexibility to select or develop independent subsystems such as 
the radar or missile for independent contracts if such action is determined to be 
desirable and will provide the best possible weapons system. 


The conferees agreed to provide $3.9 million for the SIRCS program, with the 
understanding that the Navy uses the baseline approach to continue the program. 
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.95tTH Conoress | HOUSE OF REPRESENTATIVES Report 
1st Session No. 95-565 





DEPARTMENT OF DEFENSE APPROPRIATIONS FOR 
FISCAL YEAR 1978 


Avoust 4, 1977.—Ordered to be printed 


Mr. Manon, from the committee of conference, 
submitted the following 


CONFERENCE REPORT > 


{To ‘accompany H.R. 7983} 


PACE 43 
ReszarcuH, DEVELOPMENT, TEST, AND Evatuation, Navy 


Amendment No. 47: Reported in technical disagreement. The man- 
agers on the part of the House will offer a motion to recede and concur 
in the Senate amendment with an amendment as follows: ; 


$3,991.791.000: Provided, That none of the funds appropri- 
ated for the Shipboard Intermediate Range Combat System 
program shall be available unless expended in compliance 
with existing acquisition policies and procedures prescribed 
in Office of Management and Budget Circular A-109 
The managers on the part of the Senate will move to concur in the 
amendment of the House to the amendment of the Senate. 
The $3.991,791,000 compares with $3,895,517,000 as proposed by the 
House and $4,032.214,000 as proposed by the Senate. | 
The conference agreement on items in conference is as follows: 


pane 49 
Orare Marrzs Retatep to Tira V 


The Senate report emphasized that the Department of Defense 
should adhere to OMB Circular A-109, and future funding of new 
programs will be contingent on compliance. The House managers 
agreed with the Senate language. 
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